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In nationally known gas appliances of all kinds today, Barber Burne 


units are being widely used as standard equipment. For over 30 year 
Barber has been a leader in supplying such units—which are alway: 


the heart of the appliance. Barber efficiency, adaptability, and comb 
tion principles have seldom if ever been equalled. We are equipped 


design and build the correct burner, with the proper jets, for any spef¥ 
cific purpose, and for the type of gas to be used. On products whic 
you recommend or sell, you will often find that the inclusion of a Barbe 
Burner is a guide to the quality and efficiency of the appliance itsel 


Our engineering and laboratory facilities are at your disposal. Write for latest 
Catalog on appliance burners, conversion burners, regulators, and controls 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohi 


BARBER BURNERS 
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Every system, every machine on these pages is cutting 
costs right now in the offices of many public utilities. We 
know what the public utilities need—since for over 
fifty years we have been supplying those needs. The 
quickest, easiest way for you to utilize this fund of cost- 
cutting experience is to send for the free booklets listed 
here which interest you most—all of them if you like. 
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New—the Multi-Plan Bookkeeping Safe-Desk. Here 
is real, measurable economy for you in motion saved, 
time saved, space saved. This Safe-Desk provides space 
for your ledgers, cashier’s coupons, meter books, con- 
trols. And since it gives certified protection from fire at 
point-of-use . . . you need not transfer records at close of 
day. Ask for Booklet SC-661. Use coupon below. 


Efficient customer billing and bookkeeping begins with 
properly designed meter-reading forms. Remington Rand 
specialists can design forms, sheets, and binders that 
greatly simplify: 1. Recording of consumption by the 
meter reader ; 2. Recording of changes by the bookkeeper ; 
3. Visual pick-up of readings and consumption by the 
biller. Ask for Booklet LL-142. Use coupon below. 





The Customer Service Counter-Desk. It’s a 3 purpose 
unit . . . ideal for one and two clerk offices. Combines 
in one compact unit the necessary Cashier’s counter, Fire- 
resistive Safe, and Customer Contact Desk. Provides am- 
ple space for customer records, service orders, ledgers, 
meter books, etc., and protects them from fire 24 hours 
a day. Ask for Booklet SC-638. Use coupon below. 


















Remington. F€carsel the First Name in Business Systems 


Management Controls Library, Room 1794, 315 Fourth Avenue, New York 10, New York 
Kindly send me at once, without obligation, each of the FREE Booklets checked. 
C sc-661 CO LL-142 0 sc-638 CO LL-199 0 TM-217D 
Name Firm 














Address 
City Zone State 
ose wee :) eu SEP SESS ST SS Se ee ee ee 





Simplified Billing with Multi-Matic for the small util- 
ity office. Multi-Matic cuts clerical time in half. One writ- 
ing gives you bill . . . ledger . . . journal. The gain in 
accuracy is great: one writing . . . three copies ... no 
transcription. Send for Booklet LL-199. Use the coupon. 


The Multi-Control Reproducing Punch. This “Robot 
of Punched-Card Accounting” brings increased speed to 
many operations hitherto performed by hand, or by other 
tabulating machines. As utilities use it in billing, it trans- 
fers information from master cards to matching detail 
cards . . . makes entries at the rate of 24,000 per hour! 
Write for Booklet TM-217D. Use the coupon. 


Copyright 1950 by Remington Rand Inc. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





ITHOUT doubt the most impor- 

tant development at the recent 
eighteenth annual convention of the Edi- 
son Electric Institute at Atlantic City 
was the adoption of the so-called 15-point 
document entitled “Principles for Sound 
Water Resources Development.” It 
marked a clear-cut restatement of the in- 
dustry’s position on certain controver- 
sial aspects of Federal power policy 
which have so long been bedeviled with 
politics and misunderstanding. 


BASICALLY, the institute’s policy state- 
ment was neither new nor startling. The 
Edison Electric Institute has previously 
taken a pretty clear position in favor of 
more participation of private industry in 
the hydroelectric phases of Federal 
multipurpose projects. The institute has 
also stated its position on the elimination 
of tax exemption, subsidies, and other 
preferences for public agencies. 


But observers were quick to see the 
clear-cut distinction which the Edison 
Electric Institute made between Federal 
and “non-Federal” participation in water 
resources development. The issue was 
no longer simply a matter of public versus 
private interest. There was a plain im- 


F. F. PAGE 
JULY 20, 1950 





ROBERT R. GROS 


plication that the states, municipalities, 
and other agencies ought to have a 
greater part as well as greater responsi- 
bility in the marketing and distribution 
of local power supply. 


HE immediate cause of this restate- 

ment of the private power industry’s 
position on public projects provides an 
interesting commentary. Several weeks 
ago a general invitation for qualified 
views on water resources development 
was issued by President Truman’s Water 
Resources Policy Commission, headed 
by Morris Llewellyn Cooke. It was in 
.Tesponse to this invitation that not only 
the EEI but also the National Associa- 
tion of Electric Companies submitted to 
the WRPC the composite views of its 
membership on proper utilization of the 
nation’s water resources. Because of un- 
expected delays, an article by the head of 
one of these associations, which we had 
promised to present in this issue (deal- 
ing with the industry’s position on re- 
sources development), has had to be 
postponed for several weeks. But we are 
able to bring our readers an article about 
another response to the WRPC. 


THE Engineers Joint Council, headed 
by Abel Wolman, represents five major 
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Has your financing program 
kept pace with the times? 


®@ Quite a change from the stately 
old windmill to a modern power 
plant. And from the capital markets 
of former years to those of today. 

Has your organization a com- 
prehensive program geared to 
present-day financial conditions? 
Are your financing methods and 
your approach to the financial 


ONE WALL STREET 
Capital Funds over $118,000,000 


community keeping up-to-date? 

If you would like to discuss these 
questions or others in connection 
with your business, the specialists 
in our Public Utilities Department 
will welcome the opportunity. 
They are fully qualified to give 
the expert guidance which may 
be of assistance to you. 


ST 


NEW YORK 15, N.Y. 
Total Resources over $1,100,000,000 


Witt N, Enstrom, Chairman of the Board 
Ricuarp H. West, President 
Public Utilities Department 
Tom P. WatKer—Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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branches of the engineering profession. 
These include the civil, electrical, me- 
chanical, chemical, and metallurgical en- 
gineers and thus speak in a representa- 
tive capacity for the nation’s 100,000 
practicing members of the engineering 
profession in the United States. The ar- 
ticle beginning on page 76 of this issue 
contains an enlightening review of the 
position taken by the Engineers Joint 
Council in its reply to WMPC. 


F. F. Pace, author of this review of the 
Engineers Joint Council report, has been 
writing about public works projects for 
nearly a decade. He was editor and co- 
founder of a regional highway, airport, 
and construction publication in Minne- 
apolis which was widely circulated in the 
upper Missouri valley. He was aviation 
editor for the St. Paul Dispatch and Pio- 
neer Press for more than two years and 
came to Washington in 1946 as director 
of public relations for the National Aero- 
nautic Association. He is now assistant 
director of public relations for the Ameri- 
can Road Builders’ Association. 


* * * * 


ie this issue we conclude the 2-part 
series, entitled “An Answer to the 
Inflation Dilemma in Rate Making,” 
which began in the July 6th issue. The 
joint authors are Joun W. KusHING, 
chief engineer and director of public 
utilities of the Michigan Public Service 
Commission, and Grover C. WIRICK, 


JOHN W. KUSHING 
JULY 20, 1950 


EDITORS (Continued) 


JR., of the research and valuation com- 
mittee of the same commission. In the ~ 
concluding instalment they outline a prac- 7 
tical plan for coping with the fluctuating ~ 
and imponderable factors which must be ~ 
considered in fixing utility rates duringa 7 
prolonged period of rising prices. 4 


* * * * 


A NEW contributor to these pages is — 

Rosert R. Gros, whose article en- © 
titled “American Enterprise Proves up 
Its Strength” begins on page 69. He is 
a graduate of Stanford University, ’35 
(Phi Beta Kappa), who also had some 
brief experience in teaching with the — 
Stanford faculty. In 1937 Gros joined 
the publicity staff of Pacific Gas and 
Electric Company. Since 1944 he has 
been manager of that company’s pub- 
licity and advertising department. He 
assumed this job as executive for one of 
the largest advertisers in the western 
part of the country when he was just 
twenty-nine—to become the youngest 
department head in the history of that 
organization. For some years Mr. Gros 
has averaged over 100 addresses annu- 
ally for highly diversified audiences. 


* * * * 


N this issue we indulge in a rather un- 

usual editorial treatment by present- 
ing a college boy’s views to a rather 
sophisticated readership, composed of 
regulatory officials, industry executives, 
members of the learned professions, and 
others who make up our ForTNIGHTLY 
subscribers. But we feel justified in pub- 
lishing this interesting case study of what 
a typical college boy thinks about these 
days when his teacher tells him to write 
a term paper on the Federal rural power 
policy. Our author, Clark M. Brink 
(whose article begins on page 92), is a 
sophomore in Dartmouth College and a 
former page in the United States Senate. 
He attended Phillips Academy in An- 
dover, Massachusetts, and resides in 
Arlington, Virginia. 


THE next number of this magazine will 
be out August 3rd. 


, Qelttiia.. 
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Where are your consumers headed? 


P Apwny of your consumers’ usage data 
now might prove most valuable. 


Such an analysis may disclose certain trends 
that may be very helpful in planning your 
rate and promotional programs. 


Instead of having consumer usage data pre- 
pared in your own offices, however, call in 
the Recording and Statistical Corporation to 
do the work for you. For very good reasons, 
too: 


We can analyze your bills in %4 the usual time 
... and at approximately 4 the cost of having 
them done in your offices by your own com- 
petent people. 


Our trained personnel can analyze as many 
as 200,000 bills a day for you by employing 
electro-mechanical equipment designed espe- 
cially for this type of work. 


Send for FREE, helpful booklet 


“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. May we 
send you a copy? 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 


in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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oming IN THE NEXT ISSUE 


* 


THE POWER PICTURE IN WESTERN EUROPE 


Electric utility companies in the United States have been co- 
Sperating for more than a year in a program of peaceful public 
service on an international level. John P. Callahan, of the staff of 
The New York Times, gives us a description of the work being 
done by Europe's leading engineers, studying American methods 
under the tutelage of utility organizations in this country. 


A BANKER LOOKS AT CHANGING ECONOMIC TRENDS 


A banker speaks on the responsibility and opportunity of the 
banking fraternity to offset a dangerous trend in Federal spend- 
ing which is undermining the enterprise system on which Ameri- 
can banking is necessarily based. Walter R. Williams, Jr., treas- 
urer of the Union Dime Savings Bank, has taken a broad view 
of what the bankers themselves have to do even at the local 
community level to ward off the dangers of "back road” 
Socialism. 


AMERICA'S BIG WAR FOR WATER 


Various public utilities, including water, irrigation, and hydro- 
electric companies, are concerned with the problem of diminish- 
ing or polluted water supply, especially in areas of rapidly in- 
creasing population. Looking far into the future—or maybe not 
so far at that—Robert M. Hyatt, professional writer in Cali- 
fornia, brings us news of developments among the "'rain-makers”’ 
and sea-going distillers. 


IS THE DEMAND CHARGE PROMOTIONAL? 


Alfred V. Roberts, until recently a regulatory commission offi- 
cial of many years’ experience, has written a critique of the 
electric demand charge from the standpoint of sound rate pro- 
motion. In a previous article, Mr. Roberts had developed the 
‘proposition that the demand charge might be discriminatory 
against certain industrial consumers, especially of the seasonal 
type. His conclusion, although quite debatable among regula- 
tory experts, is a thought-provoking argument in favor of drop- 
ping the demand charge. 


* 


A Is O .. . Special financial news, digests, and interpretations of court and com- 


JULY 20, 1950 


mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Hyprautic turbines in all sizes, 
using either Francis or propeller type 
runners, have been built at Newport News 
for use throughout the United States and 
many parts of the world. 


Shown above is one turbine using a 
1614-inch runner in a cast iron spiral cas- 
ing and another using a 23814-inch runner 
in a riveted steel plate spiral casing. 


Newport News built hydraulic turbines, 


SMALLEST 


LARGEST 





83-foot Head 


81-foot Head 





aggregating a rated output of more than 
5,900,000 horsepower, have been furnished 
for such plants as Grand Coulee, Hoover, 
Norris, Wilson, Dnieprostroy, and many 
others. Hydraulic turbine work now in 
progress at Newport News is in excess 


of 1,000,000 horsepower. Inquiries are 


invited. 


“Water Power Equipment” booklet will 
be sent upon request. 


NEWPORT NEWS 





SHIPBUILDING AND DRY DOCK CoO. 
SSW S.. v4 


RGINI 













500 Horsepower— 






57,000 Horsepower— 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 





WaAL_TER S. HALLANAN 
Chairman, National Petroleum 
Council. 


WitiaM C, Henry 
President and general manager, 
Northern Ohio Telephone 
Company. 


Tuomas W. PHELPS 
Broker, Francis I. DuPont & 
Company. 


Joun W. ANDERSON 
President, Andrews-Anderson 
Company. 


SAMUEL PLatT 
Reno lawyer. 


Wutiam A, Marcus 
Senior vice president, American 
Trust Company. 


Frank W. ABRAMS 
Chairman of board, Standard Oil 
Company (New Jersey). 


NorMAN THOMAS 
Socialist. 


P. W. JouHnstTon 
President, Erie Railroad. 


‘ALFRED DRISCOLL 
Governor of New Jersey. 
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“American corporations have grown big because there 
were big jobs to be done.” 


* 


“ |. . inflation is a political coward’s approach to our 
present economic problems.” 


* 


“Freedom is indivisible, as even a monkey with only 25 
per cent of his paws in a trap well knows.” 


* 


“A citizenry without individual incentive to labor dili- 
gently for honest personal profit is doomed.” 


* 


“American leadership, straining today to pliant the crop 
of Socialism, is feeding the gluttonous maws of Com- 
munism.” 


a 
“Perhaps in no other field of lending has the country 
been sucked further into the welfare state than in home 
financing.” 


* 


“Our society owes its material achievements to a belief 
in the integrity, importance, and responsibilities of the in- 
dividual.” 


a 


“The President’s proposal for supplementing a private 
steel industry with some sort of government plant was] 
neither good Socialism nor good Capitalism nor good 
sense.” 


* 


“Thrift is an old-fashioned virtue, but in spite of all 
present-day promises of Utopia, or getting something for 
nothing, no worth-while substitute for thrift has been 
found.” 

& 

“Since big government feeds on crisis, the citizens of 
tomorrow will seek by better planning and a greater par- 
ticipation in politics and in government to avoid domestic 
as weil as international crisis.” 


12 
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CLEARING THE PATH for Electric Power 


When the Southern California Edison 
Co. built a maintenance road for a trans- 
mission line, they chose an International 
TD-14-A Crawler to do the job. The 
territory was rocky and rugged and the 
road had tobe good enough toallow trucks 
to follow the path of the power line. 

*‘Dozing out rocks and trees, the 
sturdy TD-14-A built a mile of road a 
day in this tough terrain. Conditions 
were extremely dusty on this job but 


CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 
POWER UNITS 


the efficient fuel and air filtering sys- 
tems kept the engine dust-free and 
working at peak performance. 
Internationals pay off in lowering 
construction and operating costs on all 
types of work. Contact your Interna- 
tional Industrial Power Distributor and 
find out the features which make In- 
ternational tractors a valuable asset to 
utility operations. 
INTERNATIONAL HARVESTER COMPANY ° Chicago 


INTERNATIONAL 


INDUSTRIAL POWER 
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14 REMARKABLE REMARKS—( Continued) 


J. Epcar Hoover 
Director, Federal Bureau of 
Investigation, 


Excerpt from Industrial 
News Review. 


W. WALTER WILLIAMS 
Chairman, board of trustees, 
Committee for Economic 


Development. 


Harotp G. Mouton 
President, The Brookings 
Institution. 


Henry R. Luce 
Publisher, Fortune Magazine. 


ALBEN W. BARKLEY 
Vice President of the United 
States. 


SoEsiILo SARDADI 
Visiting Indonesian student. 


BENJAMIN F, FAIRLeEss 
President, United States Steel 
Corporation. 
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“The FBI has less than 170 telephone taps in existence, 
confined to internal security cases, throughout the entire 
United States and its possessions.” 


> 


“Some observers think that the real philosophy of the 
(Great Atlantic & Pacific Tea Company) suit lies in an 
attempt to destroy ‘bigness’ just because it is big. If that 
is true, it is an effort to hitch the American economy to 
an ox cart.” 


* 


“The more goods our labor force can produce, the more 
will be available for all our people. Real economic growth 
is measured not in terms of dollars but in terms of output 
per man-hour, Only if we’ produce more can our living 
standards really rise.” 


* 


“The only economic system sufficiently dynamic in 
character to assure us of enjoying a century of great 
abundance is free enterprise. . . . It is the only system 
with the driving force capable of helping this still blessed 
land realize its great potentialities.” 


aa 


“We must give up the illusion—both comfortable and 
inane—that Soviet Communism is something to be con- 
tended with by food baskets from Lady Bountiful. Far 
though we are from its brutality, we must learn to see 
Soviet Communism as the modern barbarian.” 


* 


“The complexity of our lives, due to the multiple inven- 
tions of our people that have changed the modes and con- 
ventions of our lives and thinking, has made it necessary 
for the government to take cognizance of and participate 
in many activities that a half-century or a century ago 
were not necessary.” 


* 


“American life is so complex. When I first looked on a 
floor I saw a carpet, which makes you need a vacuum 
cleaner, and for this you need electricity, and for this you 
need a hydro, and for this you need the TVA, and for this 
you need capital, and part of this capital comes from 
taxes, but you do not like to pay taxes.” 


* 


“Whether you call it the Square Deal, the Fair Deal, 
the New Deal, or just plain Federal regulation, the fact 
remains that once the dead hand of politics gets its con- 
vulsive grip on American business and industry, free 
competition will be strangled and our economic system 
will be no different—and no more successful—than those 
noble experiments which are crumbling into dust in 
Europe.” 














Over the past quarter-century utilities 
from coast to coast have standardized 
on CLEVELANDS. This continuing 
acceptance is your assurance of the 
most dependable and satisfactory 
trenching performance at the lowest 
possible cost. CLEVELANDS dig cleaner 
trench—in the tightest places —cutting 
property damage. CLEVELANDS put 
out more work, through higher capac- 
ity, greater adaptability and time- 
saving job-to-job mobility. They work 
a longer season. They cost less to 
operate over a longer working life. 
Get the full story today from your 
local distributor or write direct. 


do it better...faster...cheaper...easier with 


THE CLEVELAND TRENCHER CO. 
20100 ST. CLAIR AVENUE + CLEVELAND 17, OHIO 
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The Foster Wheeler Outdoor Steam Generator illustrated here is designed 
to operate under severe climatic conditions at an elevation of 3100 feet. 
The plant is being engineered and constructed by Ebasco Services Incorpo- 
rated for the Montana Power Company at Billings, Montana and will sup- 
plement the company's present hydro system, providing additional capacity, 
to take care of load growth. 


An enclosed firing aisle is provided and the space under the firing aisle and 
furnace floor is housed to afford storage and shop space. The drum ends 


are enclosed so as to house the water columns, gage glasses, safety valves, 
etc. Small piping for such items as instruments, controls, drains, is 
enclosed within ducts terminating in the drum end enclosures, with the 


ducts being heated during freezing weather. 


Plant site on the banks 
of the Yellowstone River 





FOSTER WHEELER 
Outdoor Unit for the 
d [MONTANA POWER COMPANY 


at Billings, Montana 
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what we really make time! 
Little blocks, say 2’ x 4"’ x 8”, don’t pile up very 
fast. ——— 
We hang walls up in sizable panels. 
And that is an easy way to understand why 
Robertson’s real product is time. 
We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece Q-Panels are fabricated from Galbestos, alumi- 
in advance at the factory. We put expert crews on ag nn galvanized and black steel 
the job to place them. a " i 
Q-Panels, 3" in depth with 14" of jecombest 
We make time, now, when time is the essence. ~ Be A 7 . My yt ‘with 
firred ry apatioe. Xt. single (rene with = 
- it. c t minute: 
We save days and weeks in finishing a building wah a crew of oaly ave men, and twenty-ive 
for use, because years have been put into the pomaee have erected as much as an acre of wall 
, in three days. 
development of these unique skills. 
Q-Panel construction is quick, dry, clean, and 
sata . offers an interesting medium of architectural 
Quick is the word we practice. expression. 
H. H. ROBERTSON CO., PITTSBURGH, PA. 
2424 Formers Bank Building eS GP, “3 Offices in 50 Principal Cities 
Pittsburgh 22, Pennsylvania ‘3 World-Wide Building Service 
——mase 
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We are pleased to announce that 

















MR. P. L. GRIFFITH 


has become associated with us 


in the origination of utility financing. 








Union Securities Corporation 


65 Broadway, New York 6 
BOSTON . BUFFALO . CLEVELAND 
HARTFORD . PHILADELPHIA . SYRACUSE 


July 5, 1950 

















PUBLIC UTILITY 


PRINTING SPECIALISTS  geiccuoy 


STATEMENTS 


PROSPECTUSES 


ANNUAL REPORTS 


For more than a quarter of a century, Pandick Press 
has worked closely with utility companies. Our printing 
ser...es to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 
brochures in full color. 

Whatever the nature of your printing requirements, 
we believe you will like the assurance of accuracy and INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Ihe 


22 THAMES ST., NEW YORK 6 Besttiahed 1958 71 CLINTON ST., NEWARK, NJ. 

















Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 
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Anavicnn  aeatenas of Radio Artists will hold annual convention, Chicago, Ill., Aug. 
10-13, 19 





Pennsylvania Water W be cuted Association will hold annual conference, State 
College, Pa., Aug. 21- 950 





| Illuminating Engineering Society will hold national technical conference, Pasa- es) 
dena, Cal., Aug. 21-25, 1950. 





Annual Appalachian Gas Measurement Short Course will be held, Morgantown, W.Va 
Aug. 30—Sept. 1, 1950 


” 





| Western Association of Broadcasters and Canadian Association of Broadcasters will 
hold meeting, Jasper, Alberta, Canada, Aug. 30—Sept. 2, 1950. 





American Water Works Association, Minnesota Section, will hold annual meeting, St. 
Paul, Minn., Sept. 6—8, 1950. 





New Jersey Gas Association will hold annual meeting, Spring Lake, N. J., Sept. 8, 1950. 





Michigan Dadetentees aeseeaman Association will hold annual convention, Lansing, 
Mich., Sept. 14, 15, 1950. 





{| Mid-West Gas Association will hold gas school and conference, Ames, Iowa, &) 
Sept. 14, 15, 1950. 





National Butane-Propane Association will hold meeting, Chicago, Iil., Sept. 18, 19, 1950. 





{ American Gas gone will hold accident prevention conference, Washington, D. C., 
Sept. 18-20, 19 








Pacific Coast Gas Association begins annual meeting, Seattle, Wash., 1950. 





y AUGUST z 








§ American Water Works Association, Wisconsin Section, will hold annual meeting, 
Oshkosh, Wis., Sept. 19-21, 1950. 











{ Rocky Mountain Telephone Association will hold annual convention, Salt Lake City, 
Utah, Sept. 21, 22, 1950. 
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Brand-new Keystone Plant 


Sunbury, Pennsylvania, steam-electric station recently dedicated 
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American Enterprise Proves up 


Its Strength 


The so-called Cold War is not only an international 
major conflict being waged at the diplomatic level, 
it also vitally affects our private enterprise system on 


the domestic front. 


This writer believes the Cold 


War actually has icicles all over American business. 
The threat to the utility industries is specifically 
explored. 


By ROBERT R. GROS* 


high seas of the North Atlan- 

tic, some American foreign 
policy was promulgated without the 
review and sanction of the U. S. Sen- 
ate. At that shipboard table of state, 
FREEDOM was quartered. There 
emerged the stirring “Four Free- 
doms,” which have since come to have 
a familiar and high-sounding ring. 


\ a meeting a few years ago on the 


*For personal note, see “Pages with the 
Editors,” 


But isn’t it a fact that the proverbial 
“bird in a gilded cage” has all four 
freedoms? He has freedom from 
want, through his daily care. He has 
freedom from fear in the security of 
his cage. He has freedom of speech— 
as much as he wants to warble of it. I 
presume he also has freedom of belief 
after his own fashion. 

Yet this bird doesn’t have life’s 
most important freedom of all—free- 
dom of individual initiative and ac- 
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tion, liberty itself. This is the real 
freedom that cannot be divided. You 
can’t take that kind of freedom away 
from any individual and still call him 
a free man. It is a fight to the finish 
for this sort of freedom which is being 
fought on many fronts around the 
world, some of which I have been able 
to visit personally, observing various 
phases of the Cold War all the way 
from Berlin to Delhi, circumnavigat- 
ing the globe in both directions. 

Wherever one goes in today’s world, 
he finds evidence of the Cold War— 
not just in the ancient capitals of 
Europe or Asia, but even in remote 
and relatively isolated islands in the 
western Pacific. It varies only in de- 
gree and intensity. Everywhere to- 
day, the agents of the bandits of the 
Politburo are hard at work. Un- 
fortunately there is a complacent 
tendency among many American busi- 
nessmen to look upon the Cold War 
as a foreign affairs problem—some- 
thing removed from their day-to-day 
problems of building highways or 
homes, keeping customers happy, of 
meeting the payroll, and drawing their 
own salaries. Such a view dismisses 
some deep realities. The real fact is 
that the Cold War has icicles all over 
American business. 


I’ we should lose the Cold War, if 

we should take a shellacking in any 
hot war eventuality, if we don’t arm 
our business camp, if we sit back and 
wait for George to do it, our free en- 
terprise system will collapse. In short, 
American business is up to its neck in 
this Cold War. 

The “enemy” has powerful, and in 
many cases unwitting, allies in Ameri- 
can indifference, in American toler- 
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ance, in men of influence who should 
know better, in some of our public sery- 
ants who believe in political expedi- 
ency above all else, in intellectual 
dupes of ideological false prophets, 
and in groups of good American citi- 
zens swayed by half-truths. 

To meet this challenge American 
industry, including everyone who has 
a stake in it, as investor, management, 
employee, and consumer, has a mighty 
job to do, in his own self-interest. 
Notwithstanding its incomparable 
record of achievement for the public 
good, private enterprise is under at- 
tack today in this country as well as 
everywhere else in the world. 


She bring this scrap home, we need 
only look at the power industry. 
For many years, the power systems of 
America have been fighting against 
the encroachments of government in 
business, against the advance of Stat- 
ism upon the utilities. No part of our 
economic structure is immune from 
such attack. This fight of the utilities 
is the fight of all other businesses— 
steel, the railroads, and scores of other 
basic industries. After nationalized 
power, what would be next? Life in- 
surance would be a natural—trans- 
portation—possibly merchandising— 
and already the medical profession 
finds itself threatened. There is no 
limit to the greed of bureaucracy! 

In meeting their responsibilities, the 
utility industries are leaving no chinks 
in their armor. Critics have tried to 
make capital of the thin margin of re- 
serve generating capacity left when 
the war ended. But they have been 
confounded by the tremendous ex- 
pansion that has taken place since VJ- 
Day. Today the industry can “point 
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with pride” to the job that has been 
done by both the gas and electric utili- 
ties of America. 


O° course, contributing factors 
must be acknowledged. Con- 
tracting organizations, for example, 
have shown an outstanding example 
of the traditional American business 
teamwork with which we all are 
familiar. 

The growth in demand for utility 
service since the war in every section 
of the country has been beyond all 
precedent. It has far exceeded all ex- 
pectations of a traditionally forward- 
looking industry. But the industry 
has taken such growth in stride. It 
has measured up to all demands upon 
it, as it traditionally has done 
throughout its existence. 

Starting from VJ-Day with our re- 
sources strained by wartime growth 
and with wartime restrictions keeping 
us from building as we normally would 
have, the utilities in just five years 
have both met the enormous postwar 
growth and have restored reserves, in 
the case of electricity, to a point close 
to prewar standards of spare capacity. 
Gas utilities have pushed through a 
comparably great program of expan- 
sion. Here are a few figures to illus- 
trate. They tell a story of private 
enterprise that needs to be shouted 
from the housetops to the confused 
people the party-line pinkos are con- 
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niving to lead down the deceptive road 
to economic and political slavery. 

New capacity already installed or 
scheduled for installation from VJ- 
Day through the end of 1951 by the 
business-operated electric companies 
of America amounts to 28,000,000 
horsepower. In just six years of build- 
ing these companies will have in- 
creased by 52 per cent the capacity 
they had at the end of the war—a 
capacity that met all the tremendous 
demands imposed upon it by the war. 

By the end of 1951 the electric util- 
ity companies will have invested more 
than $9 billion in postwar construc- 
tion. They spent $2 billion in 1949, 
and construction in progress this year 
will require an equal sum. Every cent 
of that $9 billion is investment money. 
Nobody was taxed to raise it, and it 
goes into utility properties that are all 
on local tax rolls. It might be noted 
that my own company paid $4,598 in 
taxes every hour of every day last 
year. It isn’t necessary for me to point 
out in this connection that govern- 
ment-owned utility properties are ex- 
empt from taxation. 


be bring this expansion of the busi- 
ness-operated utility companies 
down to a concrete and typical ex- 
ample, I would like to cite the program 
of the Pacific Gas and Electric Com- 
pany, with which naturally I am most 
familiar, although other companies 


= 


leaving no chinks in their armor. Critics have tried to make 


q “In meeting their responsibilities, the utility industries are 


capital of the thin margin of reserve generating capacity 
left when the war ended. But they have been confounded by 
the tremendous expansion that has taken place since VJ- 
Day.” 
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have fine records in other areas. The 
one respect in which our program is 
not completely typical is that it hap- 
pens to be the largest building program 
of any single utility company in the 
world. 


. I ‘HE postwar growth of population 
and industry in the West, and par- 


ticularly in California, has been phe- 
nomenal. The Pacific Company suc- 
cessfully met every demand upon it 
during the war but, like other utilities, 
it emerged with reserves of generating 
capacity reduced to a critically low 
level. Construction projects which 
were on the boards when war began, 
and which for the most part had to be 
suspended during the war, just were 
not adequate for the continued and ex- 
tremely sharp rise in demand for 
electricity which set in immediately 
the guns stopped shooting. 

We at once adjusted to the changed 
situation and went to work. Of 
course, we cannot build powerhouses 
overnight, but already our building 
program is showing immense results. 
Just last March, up on the Feather 
river, there was brought on the line for 
final and satisfactory tests, the seventh 
new powerhouse or major plant ex- 
pansion on our system, all completed 
from drawing board to finished power- 
house since VJ-Day. The first unit of 
a giant 402,000-horsepower steam 
plant has been placed in service since 
then. It will be completed next spring, 
and another immense plant of identi- 
cal capacity will follow it into service 
next summer. 

And this company is not stopping 
there, for we already have preliminary 
work under way for additional hydro- 
electric developments planned to fol- 
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low 1951. Up to this moment, we ha 
added over a million horsepower o 
new capacity since the war ended. B 
the end of next year, the total increas 
in our system capacity will be 1,826, 
000 horsepower—an increase tha 
practically doubles the capacity tha 
was sufficient to meet all wartime 
needs. To date we already have ex 
pended on new gas and electric con 
struction more than half a billion in 
vestor dollars—and we are just about 
two-thirds of the way through our 
present program. 
















| perme like this of themselves 
give assurance that private enter- 
prise in this country is still very much 
alive and is confident of the future. 
Such facts refute any suggestion that 
our industry is unable or unwilling to 
undertake all that is needed to provide 
the utility service our economy re- 
quires. Release private enterprise 
from unfair tax-free government 
competition and bureaucratic ham- 
stringing and we have no worry about 
whether it will measure up to its re- 
sponsibilities. 

Let’s look next at the gas utility in- 
dustry. To reverse the procedure by 
progressing from the particular to the 
general, let me start with PG&E’s 
“Super Inch” natural gas transmission 
line, which was begun last summer 
and will be completed by the end of 
this year. 

This line is 34 inches in diameter, 
the largest diameter line ever built for 
the high-pressure transmission of nat- 
ural gas. Our section of the pipe is 
being manufactured completely in the 
West—in itself an example of the 
West’s industrial growth. The plate 
steel comes from Geneva and is fabri- 
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Private Expansion No Burden to Taxpayers 


‘ ‘BY the end of 1951 the electric utility companies will have invested 

more than $9 billion in postwar construction. They spent $2 
billion in 1949, and construction in progress this year will require an 
equal sum. Every cent of that $9 billion is investment money. Nobody 
was taxed to raise it, and it goes into utility properties that are all on 
















ves local tax rolls.” 

iter- 

uch 

ure | cated in south San Francisco. The upon this country the creeping paraly- 
that line, being constructed jointly by the sis of Socialism? Yet, logical or not, 
>to’ El Paso Natural Gas Company and it’s there and we've got to face it. We 
ide § PG&E, will be 1,600 miles long. Next in the utility industry have been fac- 





year northern California will be sup- ing it for nearly a generation. There 
plied with Texas and New Mexico are signs now that others are begin- 
natural gas through this example of ning to see the danger, and it is high 
private enterprise at work. time they did. The party liners 
This mighty project is just one of have been emboldened by their suc- 
many examples that the business-op- cesses. 
erated utility industry of America is Since the war they have dared to 
doing big things. It will be recalled voice threats against the steel and oil 
that the self-styled “Old Curmudgeon” industries as well. The medical pro- 
of the Interior Department once told fession is having to lay down its 
us that his “Big Inch” pipeline was too scalpels and take up the cudgels in a 
big a job for private enterprise! Well fight for its survival. We have only 
“bigger” and “biggest” inches already to look at the long list of industries 
have been constructed and here we are_ the British Labor government has 
at work on a line so big that we had to nationalized to see what’s in store for 
“go Hollywood” and call ours “Super us if we don’t soon turn the tide. 
Inch.” Banking, civil aviation, telephone, 
cable and wireless communication, 
HEN we consider such outstand- coal mining, transportation, elec- 
ing performance by the gas and tricity, health services, national insur- 
electric utilities in serving the public, ance, the gas industry—that’s what 
why is it that there is such insistent, have been nationalized so far in 
insidious, determined effort to foist England. 
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Recently I was studying a map 
showing the location of all federally 
financed power projects built, build- 
ing, or proposed through March, 1949. 
There was not a section of the coun- 
try, from Maine to California, that 
was not covered with spots. This map 
shows 641 federally financed power 
plants—a sharp contrast with only 11 
in 1933. 

My company—and I cannot pre- 
sume to discuss other utility companies 
in this connection—does not oppose 
the installation of hydroelectric gen- 
erating facilities at flood-control and 
reclamation projects as an auxiliary 
feature for the purpose of helping re- 
pay the cost of the projects through 
sale of electric energy. But we do 
strenuously object to the use of tax- 
payers’ money—ours included—to set 
the government up in a tax-free com- 
petitive commercial power operation, 
which is obviously the intent when tax 
funds are sought to build unnecessary 
transmission lines and steam plants to 
serve customers already supplied by 
business-operated utilities. 


| grrerngpeng in other competitive 
fields can appreciate this situa- 
tion. They get their business only 
through sharp-pencil figuring of bids, 
improving methods, and investing big 
amounts of capital in equipment, la- 
bor, and so forth. They operate 
realistically because their problems 
are also their competitors’ problems. 
Labor costs, equipment and materials 
costs, margins of profit are all on a 
par. It is a fair game where the same 
rules apply to all players. 

Now let’s see what government com- 
petition would do to a nonregulated 
industry—for instance, the general 
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contracting business. What private 
contracting firm would like to bid on 
a $500,000 building or a $35,000,000 
dam if some new “Federal Bureau of 
General Building” were also a bidder? 
Could the private company take the 
job if it arrived at a bid in the normal 
manner, then had to knock 20 per 
cent off? That is roughly what utility 
company taxes amount to—20 cents 
of every dollar of revenue ; 20 cents of 
every dollar of every person’s or firm’s 
electric bill goes to taxes. 

The Federal public power enthu- 
siasts talk about “low-cost electric 
power.” Private company rates com- 
pare favorably with government pow- 
er rates, despite this 20 per cent tax 
differential. Adding insult to injury, 
so to speak, consider the fact that the 
industry pays millions of taxes to the 
Federal government which it uses in 
part to build the public power facili- 
ties to compete with the same private 
industry taxpayer! Let us assume, 
however, that our hypothetical con- 
tractor succeeds in confining the “Fed- 
eral Bureau of General Building” to 
“public agency” jobs—that is the sup- 
posed purpose of the Bureau of Recla- 
mation transmission lines. Could any 
private company expect construction 
business from schools, municipalities, 
counties, states, hospitals, irrigation 
districts, and other governmental sub- 
divisions as long as those bodies can 
get the same building construction 
done for 20 per cent less? 


Oe the rules of fair play 
vanish with government compe- 
tition. The private construction com- 
pany would be fighting out of its 
weight class—with a pair of 8-ounce 
gloves against an armed opponent. 













Such is the comparable situation we 
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i vie in the electric industry have been fac- 
000 § ing for years. It’s something similar 
1 of | to what the realtors are up against 
ler? § with Federal housing. It’s what the 
the | insurance companies are up against 





with proposed cradle-to-grave secu- 
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per § tity. It’s what the doctors are up 
lity jf against with proposed socialized medi- 
nts cine. 





There are signs of real hope in the 
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time when American business and in- 
dustry must plan and work for sur- 
vival. It is a time for general awaken- 
ing and recognition of the handwrit- 
ing on the wall. Mere belief in private 
enterprise is no longer enough. The 
necessity for a climate of democracy 
and individual freedom in which pri- 
vate enterprise can live must be 
recognized. And if we want it to live, 
work and fight must be the price of 








of 
n’s § world today, however, heartening preservation. Business, generally, can 
signs that when we can get over tothe no longer “let George do it” and sur- 
1u- | people the fallacy of the theme “some- vive by hoping he does. 
ric thing for nothing,” they wake up and Business is the core—the living ex- 
m- respond. What happened in the re- pression of the American enterprise 
w- cent British election is encouraging, system. If we toss in the towel and 
ax as was the overthrow of the socialistic lose by default; if we fail to gain and 
y, régimes in New Zealand and Australia hold the confidence of the people, the 
he last winter. It shows that the fight is Cold War on the American way will 
he not hopeless. give way to the clammy hand of Wel- 
in Nevertheless, in this Cold War on  farism, Statism, Socialism, Commu- 





nism, or whatever you want to call it. 
By any name, the form remains the 
same with the inevitable result of 
throttling our great democracy. 


American enterprise, we are now 
mighty close to a point which demands 
a showdown on the conflicting social 
and economic philosophies. It is a 





















4 7 confusion over the evolution of our national econ- 

omy might be eliminated if there were agreement on 
the proper réle for the government to play. In our opinion, 
the government’s réle should continue to be in general that of 
the regulator. The real danger arises when the government 
branches out into direct competition with private enterprise and 
when it attempts to put an industry or profession into a strait 
jacket, as in the proposal for compulsory health insurance. Big 
government will have its hands full sf it corrects the abuses in 
our free enterprise system, prevents any faction from paralyzing 
our highly integrated economy, regulates every natural mo- 
nopoly, protects the rights of individuals, and keeps the door of 
opportunity open. Only a strong and stable government can 
perform this essential task effectively. Those who would prevent 
the government from rendering this essential service are not 
hindering the advancement of the welfare state but are con- 
tributing to the destruction of free enterprise through neglect 
of its excesses.” 

















—EpiTor1AL STATEMENT, 
The Washington Post. 
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Engineers Blast F ederal Power 
Policy 


Federal power policy has been criticized from a new 

source in a recent report filed with the President’s 

Water Resources Policy Commission by a committee 
representing the nation’s engineering profession. 


By F. F. PAGE* 


OSITION of the public utilities that 
P:: Federal government ought to 
get out of the power business and 
stay out has received a strong techni- 
cal and scientific boost from a highly 
valuable ally, the organized engineer- 
ing profession, over 100,000 members 
strong in five separate organizations. 
Unlike the leaders of the utilities 
field, who for years have been protest- 
ing Federal encroachment and usurpa- 
tion of power development rights, the 
members of the engineering profes- 
sion—largely employees—cannot be 
accused of selfish motivation in their 
blunt charges that “big government” 
is off base in taking over functions 
properly belonging to business. 
Members of the profession, as a 
matter of fact, have been the ones who 


*For personal note, see “Pages with the 
Editors.” 
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benefited the most from the growing 
welter of hydroelectric and other 
water resources projects—as_ evi- 
denced by the highest level of employ- 
ment and the highest level of income 
in the profession’s history. Now, in 
a report to President Truman’s Water 
Resources Policy Commission, the 
profession is saying, in effect: 

Sure, we like a fat pay check as well 
as the next fellow. But the dis- 
tinguishing mark of any profession is 
putting service above self. And we 
know, and we know you know—from 
President Truman, Congress, “both 
political parties,” and a swarm of top 
bureaucrats on down—that the Fed- 
eral water resources practices are “ex- 
cessive and unsound”; that they have 
been in response to pressure and trad- 
ing; are the result of “overlapping 
functions” and “impressively expen- 
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ENGINEERS BLAST FEDERAL POWER POLICY 


sive” competition between numerous 
Federal agencies ; that they have been 
too often planned around producing 
social changes, and programmed out 
of political expediency, and are eco- 
nomically unjustifiable. 


8 Banks mighty straight talk for a 
professional group that for years 
has considered heretics those among 
them who tried to tell them that there 
is more responsibility for an engineer 
than devotion to the technical phases 
of his profession. So when the more 
than 100,000 members of American 
Society of Civil Engineers, American 
Institute of Mining and Metallurgical 
Engineers, the American Society of 
Mechanical Engineers, American In- 
stitute of Electrical Engineers, and 
the American Institute of Chemi- 
cal Engineers, which are banded to- 
gether in Engineers Joint Council, 
speak in such manner, it gives rise to 
some serious thought. 

As eloquent and forceful as any 
ever made by leaders in the privately 
owned, tax-paying public utilities is 
the following dictum ringingly enun- 
ciated by the engineers’ report: 

“As to Federal development of 
hydroelectric power, there should be 
no subsidization in respect to capital 
costs. In principle, there should be no 
sale of power at less than the appraised 
value upon which the construction of 
the project was predicated. In any 
event, there should be no subsidization 
by way of sale of power at less than 
its true cost. 

“In computing the costs of Fed- 
eral water resources developments, 
including computations for the pur- 
pose of determining economic justifi- 
cation, there should be included 


amounts equivalent to the taxes 
which would have to be paid were the 
lands, physical improvements, and 
business, if any, not exempt from 
taxation, whether Federal, state, or 
local. (This includes income taxes.) 

“Local enterprise should not merely 
be encouraged, but, as against the 
Federal government and except where 
there is specific reservation by Con- 
gress, should have priority to make 
hydroelectric power development un- 
der proper governmental control and 
regulation. 


- ‘ie power sold and for power de- 

velopment licenses at Federal 
dams, the Federal government should 
require and receive payment at rates 
not less than such as correspond to the 
appraised power value upon which the 
construction of the project was predi- 
cated, excepting only where the perti- 
nent market prices (‘market values’) 
actually are less than such rates. The 
aim should be to secure, as cash in- 
come to the Treasury, the full value 
of the power as appraised at the time 
of authorization or appropriation for 
the project. 

“The sale of Federal power should 
in general take place at the generating 
stations. Except where absolutely es- 
sential for its own needs, the Federal 
government should engage in trans- 
mission of power only when and 
where necessary in order to attain 
higher net income to the Treasury, 
after subjecting the transmission 
facilities to the same bases of cost de- 
termination as should be used for the 
Federal water developments proper. 

“Except for meeting the needs of 
the Federal government, authoriza- 
tions for Federal hydroelectric power 
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Better Planning for Public Projects Needed 


adi k~ general picture of development of water resources in the 
United States is characterized as ‘haphazard,’ and the warning 
is sounded that today no single part of the country is in such undeveloped 
or overdeveloped state, from the water resources standpoint, as to ‘re- 
quire neither thoughtful preparation or planning nor equally thought- 


ful translation into action. 


3,3) 





construction should be predicated upon 
the cash income to the Treasury from 
the sale of the power. In any case, 
authorizations should fully disclose 
the power purpose and should be made 
solely by Congress itself. 

“Suitable provision should be made 
in law whereby states or their nomi- 
nees or other local agencies may ac- 
quire hydroelectric power develop- 
ments or transmission lines construct- 
ed by the United States. 

“Where well-authenticated, specific 
needs of national defense must be met 
and cannot be met from other sources, 
there exists in that fact alone adequate 
justification for the Federal develop- 
ment of power. However, a mere gen- 
eral claim of contribution to national 
defense or to strengthening the na- 
tional economy should not be treated 
as constituting adequate justification 
JULY 20, 1950 
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of a project or even as affording part 
of the tangible benefits or value re- 
quired for economic justification. 

“Federal hydroelectric projects can- 
not be reasonably used as measures of 
economic efficiency or of propriety of 
costs or rates for privately produced 
power.” 


han EJC report, prepared by an 
80-man task force of members of 
the engineering profession, was filed 
with the Water Resources Policy 
Commission July 1st, a deadline the 
commission had set for it. The report 
surveys the entire national water re- 
sources policy, or lack of it, and de- 
nounces Federal practices in such 
fields as irrigation, rivers and harbors, 
flood control and water conservation, 
reclamation, drainage, navigation, 
and inland water transportation, and 
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other fields as roundly as it did those 
in the hydroelectric field. 

The general picture of development 
of water resources in the United 
States is characterized as “haphaz- 
ard,” and the warning is sounded that 
today no single part of the country is 
in such undeveloped or overdeveloped 
state, from the water resources stand- 
point, as to “require neither thoughtful 
preparation or planning nor equally 
thoughtful translation into action.” 
Placing the blame for the “chaotic 
situation” that exists, the report de- 
scribes it as “neither simple nor fruit- 
ful,” but it declares that both political 
parties “respond almost unanimously 
to pressure and trading.” 

It raps directly at paternalism by 
reminding those weighing a national 
water policy that “public money is 
limited in availability,” and that many 
public needs compete for what there 
is. It terms the 1950 Rivers and Har- 
bors Bill passed by Congress, author- 
izing expenditure of more than $1.8 
billion, as a measure about which “no 
one, least of all the President, is under 
the misapprehension” that it is “sound 
with respect to the wisest expenditure 
of public money.” It cites the rise in 
expenditures for development of water 
resources — from the $5 billion in all 
the years prior to 1947 to a like ex- 
penditure in 1948 alone and projects 
under planning costing $20 billion— 
as evidence that sound criteria are 
needed for determining not which 
projects are merely “good,” but 
which are actually “best.” 






















‘T= report condemns the “‘surpris- 
ing degradation in the application 
of any criteria to water resources de- 
velopment” that has characterized the 
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last two decades and warns that “the 
application of no criteria must result 
in chaotic and indiscriminate expendi- 
tures, in which the good and bad proj- 
ects are indistinguishable.” 

The report also calls for a whole 
new approach to government water re- 
sources development, including Fed- 
eral intervention only when it is essen- 
tial to the national defense, when such 
intervention will be of substantial 
benefit to all of the people throughout 
the nation, or to aid in financing of the 
cost of construction of works for the 
benefit of a limited number of people 
on terms equitable to all other citizens 
of the nation (1.e., making sound loans, 
repayable with interest within the use- 
ful life of the works, on the funda- 
mental point that those who benefit 
directly from the construction of such 
projects should repay all costs prop- 
erly allocable to the production of 
such benefits). 

It recommends that, wherever fea- 
sible, water resources development be 
by local enterprise—governmental or 
private. The Federal government 
should never undertake any water de- 
velopment which is not economically 
justifiable, and those that it does un- 
dertake should be part of a compre- 
hensive plan for streams or basins, it 
adds. Blanket authorizations for 
projects should be forbidden, Con- 
gress should look into any projects in 
which substantial changes are planned 
after initial authorizations have been 
made, and any authorization should 
automatically become void when it ex- 
ceeds the originally estimated cost by 
20 per cent or more. 


HINKING of many people in the 
public utilities field about claimed 
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benefits of projects could not be more 
pointedly stated than in the report: 

“It is notorious that standards of 
feasibility of public projects have pro- 
gressively been lowered by exaggera- 
tion of the benefits claimed as offsets 
to cost of construction of works. .. . 
Unless this trend be reversed, esti- 
mates of benefits will soon become 
mere excuses for justification, not 
valid reasons for construction of proj- 
ects.” 

To cure that situation, the engi- 
neers’ report proposes creation of an 
over-all board to make an impartial 
analysis and appraisal of all Federal 
water projects and to have that board’s 
review and report on each project be a 
prerequisite to authorization or ap- 
propriation by Congress. 


N other points made in the report, 

the engineers : 

Demand that the Bureau of Recla- 
mation “recognize the obligation of 
public utility service and not use such 
contracts to implement social change.” 

Declare pollution of water should 
be regulated at the lowest govern- 
mental level adequate for the par- 
ticular situation. 

Insist that flood control should not 
be, as it has become, the sole concern 
of the Federal government, and that 
Federal participation in flood control 
should recognize that the cost of its 
provision should be borne propor- 
tionately by those who benefit. 

Declare “incentive payments” to 
agricultural landowners for taking 
necessary steps to prevent erosion by 
wind and rain are without justifica- 
tion, since the benefits of withholding 
the soil, to the owner, “Are so obvious 
as to require no proof.” 
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A* that conservation practices be 
applied on watersheds before the 
construction of small detention reser- 
voirs is either started or approved. 

Declare the proper emphasis of all 
soil conservation measures should be 
on sustained utilitarian usage and not 
for the sole purposes of flow retarda- 
tion and soil conservation. 

Cite a greater than doubling of 
maintenance costs on rivers and har- 
bors in the last eleven years — from 
$37,600,000 in 1938 to $83,500,000 
in 1949—in warning that by the con- 
stant initiation of new projects the 
Federal government is creating an 
“ever-growing annual charge” for 
maintenance, operation, and care of 
waterway projects. 

Classify as “completely devoid of 
any justification” a number of inland 
waterways projects; suggest that a 
study be made annually to determine 
which are not economical; and recom- 
mend that an effective method be 
established for termination of those 
which are uneconomical. 

Ask for a “general discontinuance 
of public subsidies.” 

Deplore the “progressive trend 
toward shifting the entire burden of 
water resources projects” onto those 
who bear the expense of government 
through taxation, and warn that un- 
less development of water resources 
is to “be permitted to degenerate into 
the diversion of national income for 
the benefit of particular regions or 
classes of people for political ex- 
pediency” there must be a reversal of 
the present trend and acceptance of 
obligations. 

Ask a halt, in view of the “economic 
liability” of agricultural surpluses, of 
further projects for the reclamation of 





land fc 
otherw 
agricul 
demon: 

Rec¢ 
econon 
eral p 
assigns 
wild-li 
(such 
unreal 
only s 
such ¢ 
state ¢ 





land for agriculture, by drainage or 
otherwise, until the need for more 
agricultural products has been clearly 
demonstrated. 

Recommend that in determining the 
economic justification for any Fed- 
eral project, no monetary benefit be 
assigned to the recreation, fish and 
wild-life functions of water projects 
(such appraisal cannot be other than 
unrealistic and arbitrary), except 
only such income as is collectible or 
such contributions as will be made by 
state of local interests for this aspect. 
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b Be water resources report marks 
the third time since the war that 
the five engineering societies, linked 
through EJC to handle common pro- 
fessional problems, have undertaken 
major public service reports at the 
Federal level. 

Earlier, plans for disarming both 
Germany and Japan, so completely 
that neither could again become a 
threat to peace yet would not become 
economic millstones around the necks 
of the Allies, had been outlined in de- 
tail by EJC. 
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The Farewell State 


¢¢ AN alluring, deceptive new term has been creeping into 

our political language. The kind of government which 
promises to give everybody health, houses, security, and the 
comforts of life is being called ‘the Welfare State.’ 

“Nobody opposes welfare. By hard work and ingenuity we 
have been able, under American freedom, to produce a great 
deal of welfare, and to distribute it widely among the people. 
The American record in this respect far exceeds that of any 
other nation in any time. We can carry it much further. 

“Promises of abundant welfare have been made by many gov- 
ernments, from ancient Rome to Hitler and Cripps. And now 
Truman. Those governments have always eventually gone 
bankrupt, or to war, or both. The people have been left with 





“The only governments that have achieved truly remarkable 
records for the welfare of their people are the very few that, 
like ours, have left the people fairly free from restrictions, and 
fairly free from the overwhelming taxes that welfare measures 


“The people have then produced their own welfare by work- 
ing for it. They have had to pay little percentage to bureaucrats 
for its enjoyment. They earned it and it was theirs. Having no 
Brannan plans, they were able to buy their own groceries. 

“An honest name for the ‘welfare state’ would be the ‘fare- 
well state.’ For once we go far enough toward government guar- 
anties of welfare, we can say farewell to American freedom 
as Americans long knew that blessed condition. And to Ameri- 


—EpIToRIAL STATEMENT, 


Farm Journal. 
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An Answer to the Inflation 
Dilemma in Rate Making 


PART ll 


In the first instalment, these authors discussed in principle the dilemma 
of the typical regulatory commission trying to fix rates during a a 
of inflation. On one , the courts require reasonable results. On the 
other hand, the courts refuse to endorse or be bound by particular 
methods. This poses a problem for the commission to find some work- 
able basis for recognizing and balancing the equities of the investor 
and consumer with due regard for price fluctuation. Factors of invest- 
ment timing, purchasing power, and attraction of capital must all be 
considered. This second part presents a practical plan for such regu- 
tory treatment. 


By JOHN W. KUSHING anp 
GROVER C. WIRICK, Jr.* 


LOSELY associated with the 
C variation in the rate of return 
on equity capital is the fact 

that the utility company’s investment, 
once made, cannot be considered 
permanent. There is a constant turn- 
over of the property represented by 
such investment. Property is worn out 
and used up. Funds obtained from the 
ratepayers to compensate for this 
property consumption are generally 
reinvested in new plant to replace that 
being retired. In addition to this re- 
investment there is usually a gradual 
growth in the equity account to take 
care of the new plant necessary to pro- 
vide for an expanding business. This 


*For personal note, see “Pages with the 
Editors.” 
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new capital may come from new stock 
flotations or from earnings retained 


in the business. These two items 
added together (1.¢., the reinvestment 
of funds obtained from customers 
through the depreciation expense, and 
the new funds obtained either from 
new issues or retained earnings ) make 
up what might be termed the annual 
incremental investment. 

Considering the first portion of this 
incremental investment, the reinvest- 
ed portion, we can take the view that 
the depreciation expense actually 
represents a return of capital to the 
stockholders (or “disinvestment” ). In 
other words, this capital had been in- 
vested originally by the stockholders 
at the going rate current at the present 








time. This is an important distinction 
to bear in mind as we approach con- 
sideration of the equitable treatment 
of later-day stockholders, in determin- 
ing a reasonable rate of return. 


| pinssett the annual depreciation 
expense, when collected and set 
aside, represents return of the sum of 
many increments of original invest- 
ment running back to the age of the 
oldest plant still in existence. But any 
attempt to identify all these incre- 
ments, by years, would be an impos- 
sible statistical task. So the present 
analysis makes a first-in-first-out as- 
sumption in regard to these particular 
amounts. 

To explain this further, it can be 
seen that the present equity account 
represents the sum total of these an- 
nual incremental investments, cumu- 
lated from the current year back- 
wards, until their aggregate equals the 
current amount. Stated in another 
way, the present equity investment is 
made up of the net increases in the 
equity account for recent years, plus 
the reinvestment of funds returned 
through depreciation accruals during 
these years. The latter, of course, em- 
brace funds which were originally in- 
vested over the whole history of the 
company. 

The importance of this concept, of 
the current equity investment, con- 
sisting of increments of investment 
made over a span of years, emerges 
for the following reason: The pro- 
posed earnings requirement is equal 
to the sum of the investments made in 
each year multiplied by the common 
stock rate of return prevailing in the 
respective years! That is a rather 
meaty statement in principle; but a 
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simple example should make it more 
easily understood. 


Crom a new company starts with 
$1,000 invested in utility opera- 
tions, all common stock investment. 
At the time this investment is made, 
the market (as evidenced by the earn- 
ings and prices of similar companies 
and the prospective earnings and mar- 
ket price of the instant investment) 
indicates a 6 per cent earnings-price 
ratio. The required earnings for the 
first year would obviously be $60. 
Next, assume that a depreciation rate 
of 10 per cent and that normal growth 
require $100 of new investment in the 
second year, with the going rate now 
7 per cent. The calculations concern- 
ing the second year’s required earn- 
ings are as follows: 


Total investment—$1,100 
Invested in second year: 


New investment ..... $100 
Depreciation expense 
reinvested ........ 
RE eee $200 @ 7%=—$14.00 


To 
Balance of first year’s 
investment remaining $900 @6%=— 54.00 


; $68.00 
which is equal to 6.18 per cent on $1,100. 


During the third year, assume $200 
new investment and a going rate of 5 
per cent—total investment is now $1,- 
300—the calculations may be formal- 
ized as shown in the table, page 84. 

The last column shows that the $300 
invested in the third year at 5 per cent, 
plus the $200 in the second year at 7 
per cent, plus the $800 from the first 
year—necessary to complete the $1,- 
300 total invested—gives us an earn- 
ing requirement of $77, or a return of 
5.92 per cent on $1,300. 

Note well that, in the second year’s 
computation, the earnings required 
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did not go up to $77 (i.e., 7 per cent on 

$1,100), even though the going rate 
was 7 per cent (and the original cost 
and prudent investment were both $1,- 
100). Yet investors were not harmed 
because they were receiving what they 
could reasonably have expected when 
they invested. Similarly, in the third 
year’s computation, even though the 
current rate decreased to 5 per cent, 
the required earnings did not decrease 
to $65 (as they would had an entire- 
ly original cost or prudent investment 
base been used). Incidentally, if we 
assume a constant price level in the 
above, a reproduction cost rate base 
would have given the same result as 
original cost. This would be unfair to 
the consumer in the second year, and 
to the investor in the third year. 


Adjustment for Purchasing Power 

















HE foregoing example has given 

effect to all factors of the pro- 
posed method except changing price 
levels. Price levels do change, and it is 
to compensate for such change that the 
remaining element of the required 
earnings method is intended. In a re- 
production cost rate base, some index 
or comparison of the costs of con- 
struction is used to determine the price 
level adjustment. A moment’s reflec- 
tion indicates the fallacy in this. If the 
administrative agency takes as its cri- 
terion the fairness to both investors 


(2) 
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more appropriate. 


After all, the objective of all earn- 
ings is to provide purchasing power. 
Looking at the same principle 
from another approach, the consumer, 
if he is overcharged for utility service, 
is deprived of buying other things 


that ordinary individuals usually buy. 


Obviously, the same purchasing pow- 


er measure should be used. The U. S. 
Bureau of Labor Statistics “Index of 
the Cost of Living,” or “Consumers’ 
Price Index,” as it is now known, is 
ideally suited for this purpose. It is 
used by converting the index to a con- 
version factor related to a period of 
one or more years. This will convert 
the dollars, identifiable with any given 
year, to dollars equivalent in terms of 
purchasing power for that year.” 





1We do this by simple multiplication; e.g., 
if the indices averaged 135 in the 5-year 
comparison period 1943-47 and the 1934 in- 
dex were 96, the relative purchasing pow- 
ers would be the reciprocals of these x 100 
or .74 and 1.04, respectively, and the con- 
version factor for 1934 would be 1.04/.74 
or 1.41. To convert any 1934 expenditure 
to 1943-47 dollars then it would only be 
necessary to multiply by 1.41. If all annual 
increments of investment are converted to 
such dollars first, the entire succeeding 
computations can be carried on as though 
price levels were constant. Only the final 
required earnings must be converted back 
(by dividing by the factor for that year) to 
obtain required earnings in terms of dollars 
of the year considered for comparison with 
actual earnings, fixed charges, rate base, 
and other comparisons. 


(3) (4) (5) (6) (7) 
Change in Deprecia- Annual 
Common Stock tion Incremental Total Required 
Year Equity Accrual Investment Equity Rate Earnings 
OT cavinseus an $1,000 — $1,000 $1,000 6% $48.00 
ae shemeaaca-aenan 100 $100 200 1,100 7% 14.00 
a 200 100 300 1,300 5% 15.00 


and consumers of the prices charged, 
a purchasing power index is obviously 
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Pipe the previous example, for 
instance, and assume the cost of 
living index at 90 the first year, 100 
the second year, and 110 the third. 
The respective purchasing power fac- 
tors would then be 1.22, 1.10, and 1 
and the example for the third year, as 
modified for price changes, would be 
as shown in the table below. 

This represents a rate of 5.95 per 
cent on the converted equity of $1,- 
530, compared with 5.92 per cent on 
the unconverted equity of $1,300 
which was obtained in the original ex- 
ample. The conversion from the 
original example to this one was made 
by multiplying the figures in columns 
(2) and (3) by the factors given 
above. Column (4) was obtained as 
before by adding columns (2) and 
(3), and column (5) by cumulating 
column (2). Column (6) is the same 
as before and column (7) was calcu- 
lated by the same procedure as before, 
but using the converted dollars. 

The effect in this case is substan- 
tial. It increases our earnings require- 
ment from $77 (unadjusted for pur- 
chasing power) to $91. But this is be- 
cause of the exaggerated assumptions, 
(1) that the cost of living increased 
over 20 per cent in two years, and (2) 
that the bulk of the investment was 
made in the year of the lowest index. 

Let us now consider the result of 
the application of this method of de- 


termining the level of earnings re- 
quired to balance consumer and in- 
vestor interest. We may say, first, 
that it grants to the common stock in- 
vestor an amount sufficient to compen- 
sate the average dollar of equity in- 
vestment with earnings equal to the 
amount demanded by the investor at 
the time each portion of the presently 
employed investment was made. 
Further, this investment includes 
those dollars representing reinvest- 
ment of the money returned to stock- 
holders through depreciation accruals, 
with all dollars converted to present- 
day dollars in terms of purchasing 
power. This is to eliminate the in- 
equities of fluctuating value of the 
dollar. As a by-product, we observe 
that consistent application of this 
technique, over time, would probably 
result in more stable earnings. Such a 
result would benefit the investor by re- 
ducing the risk of fluctuating earn- 
ings. It would also benefit the con- 
sumer since reduction of the risk 
would result in lower capital costs 


and, therefore, cheaper service. 


Example of Application 


AS an illustration of an application 
of the required earnings tech- 
nique, a more comprehensive example 
has been worked out, using as a basis 
the actual cost and capital structure of 
two large utility companies. The re- 


e 


(3) (4) (5) 
Deprecia- Annual 
tion Incremental Total 
Accrual Investment Equity 
_ $1,220 
$110 220 
100 300 
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(6) (7) 
Required 

Rate 

6% 


7% 
5% 
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sults are shown in the accompanying 
tables. Actual figures taken from pub- 
lished reports were used to add realism 
to the illustration. 

The example may not fully repre- 
sent the results of a thorough applica- 
tion of the method. That would re- 
quire a complete analysis of invest- 
ment and property accounts and the 
making of appropriate adjustments. 
But it should give a good idea of the 
practical application of the method 
discussed above. 


6 benny I is a summary of the perti- 
nent data: required earnings ob- 
tained by the method; restatement of 
the results obtained converted back to 
actual dollars for the respective years ; 
and computations showing the rate of 
return had these required earnings 
prevailed in past years. 

Table II (page 88) shows details of 
computation of the required earnings, 
columns (2), (3), and (4) showing 
the calculation of the annual incre- 
mental investment in actual dollars, 
columns (5) and (6) illustrating the 
conversion of this item to “standard” 
1943-47 cost of living dollars, and the 
remaining columns the computation 
of the required earnings. Column 8 
requires special comment. It is the re- 
sult of converting all annual equity 
changes (from December 31st of the 
preceding year to December 3lst of 
the given year) to standard dollars and 
cumulating these changes. 

In the example shown, the years 
prior to 1920 were represented by the 
equity, as of December 31, 1919, of 
$10,508,000 converted on the basis of 
an estimated conversion factor of 1.40. 
This is taken to represent a sort of 
average effect of purchasing power of 


the dollar prior to that time. The con- 
verted amount of $14,711,000 is less 
than 20 per cent of the converted 
equity at December 31, 1947. 


6 Shay III (page 90) shows, in de- 
tail, the process of arriving at re- 
quired earnings of column (9) of 
Table II. Columns (3) and (4) show 
the computation for 1947, columns (5) 
and (6) for 1946, and (7) and (8) for 
1945. It will be noted in comparing 
column (4) with column (6) that the 
figures are identical except for the 
first (1947) and last two (1940 and 
1939). In actual practice the compu- 
tation can in fact be carried on con- 
tinuously, starting with the most re- 
cent year, deducting the first year from 
the total, and then building up the 
second year’s result, etc. Tables II 
and III have been shown in respect to 
Company A only, since they are only 
intended to illustrate the computation. 

Referring to Table I, substantial 
differences will be noted between the 
results on Company A as compared 
with Company B. Column (5) 
actual earnings converted to “stand- 
ard” dollars (i.e., in terms of 1943-47 
purchasing power) for comparative 
purposes have been higher than those 
in column (6), required earnings, in 
all but four of the thirteen years shown 
for Company A. The same compari- 
son for Company B reveals that in 
seven of the thirteen years its actual 
earnings have been below the required 
earnings. More specifically, in the 
years 1943-47 Company A has earned 
11.20 per cent more on its common 
stock equity than the required earn- 
ings while Company B has earned 
29.54 per cent less, and for the entire 
thirteen years Company A has earned 
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43.68 per cent in excess of the indi- 
cated “required” earnings, while 
Company B has averaged 7.57 per cent 
below. 

It should be pointed out that while 
the required return on stock equity, 
column (8), is higher for Company 
A, the rate of return shown in column 
(13) is lower. This is due to the fact 
that Company A has had a high rate 
of debt to total capitalization (70-75 
per cent) while Company B has had a 
smaller portion of debt (about 50 per 
cent). 


Criticism of Method 


should be emphasized that this ap- 
proach is not being suggested as an 
objective formula for specific de- 
termination of the proper earnings. It 
is urged simply as another valuable 
regulatory tool. It is submitted as a 
test of the appropriateness of require- 
ments that may be arrived at by any 
process of reasoning—whether these 
be by formula or judgment. The 
courts have taken the attitude (¢.g., 
Hope Natural Gas Case)? that the 
method of arriving at the result shall 
not be questioned as long as the end 
result is reasonable. Hence, the prac- 
tical usefulness of a method which 
gives us one way of judging or meas- 
uring the reasonableness of the re- 
sult. It starts with explicit premises 
and proceeds in a methodical manner 
to the conclusion. 
There are some obvious weaknesses 
in the method. The most apparent is 
the use of the earnings-price ratio as a 
measure of the “expectation” of the 
investor. This ratio is very easily dis- 
torted by unusual circumstances, re- 
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garding either the price or the earn- 
ings factor. For example, a company 
may have very low earnings or even a 
loss during a given year, in which case 
the earnings-price ratio is meaning- 
less. On the other hand, the stock 
price may be pushed to an extreme in 
either direction because of irrational 
behavior of the market (irrational, 
that is, with respect to stock price, as 
related to any reasonable expectation 
of earnings, as in the 1929 situation). 
A good deal more research on this 
particular question would be helpful, 
whether or not the required earnings 
method were adopted. Other current 
methods of establishing rates of re- 
turn usually give consideration to a 
reasonable rate on common stock. 


I" addition to the foregoing criti- 
cism, it is well known that dividend 
policy has a substantial effect. For ex- 
ample, a stockholder would pay more 
for a stock earning $2 per share and 
paying $1.50 in dividends per annum, 
other things being equal, than he 
would for one earning $2 but paying 
no dividends. After all, dividends are 
one of the basic objectives of common 
stock investors. Modifications stem- 
ming from the above criticisms need 
not impair the basic theory of the 
method, however. They would have 
to do only with the precision of facts 
that are used in the method. 

There is one other consideration 
that the technique does not recognize, 
but which is an important one in de- 
termining the proper earnings for a 
company. The proposed method 
adopts an a posteriori attitude toward 
capital structure. It accepts the past 
capital structure and the associated 
costs of various types of capital and 
JULY 20, 1950 
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offers no definite incentive to improve 
the structure—i.e., to rearrange the 
portions of various kinds of securities 
so as to achieve the lowest long-term 
over-all cost of capital. The regula- 
tory process might well be more effec- 
tive in achieving low capital costs if 
rate making were such that the process 
would offer a positive incentive to 
management to obtain the optimum 
capital structure. This would certain- 
ly be better than reliance on mere 
watchdog methods in the absence of 
such an incentive. However, other 
presently used methods do not offer 
such incentives. So, our proposed 
required earnings method does not 
suffer by comparison on that score. If 
such an incentive can be attained in 
this or any other method it would, of 


course, be a very valuable refinement. 


Conclusion 


|) aprer yay bodies have been faced 
with a dilemma, especially during 
periods such as the recent period, in 
which rapid price changes have taken 
place. They are bound by legal pro- 
nouncements to the effect that they 
must be fair and just in their rate de- 
terminations. But they cannot have 
the sanction of the courts for any par- 
ticular formula of rate making. The 
former injunction implies an objec- 
tive approach by which the rate base- 
return formula can be altered to suit 
changing economic circumstances. 
Yet any objective or scientific attempts 
have a tendency toward formulism, as 
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TABLE III 


EXAMPLE OF COMPUTATION OF REQUIRED EARNINGS 
Company A (Dollars in $000) 


(1) (2) (3) (4) 


1947 
Required 
Earnings 


947 
Converted 
Incre- 
mental 
Investment —— Investment (2)x(5)+100 ment 


Earnings- 


$10,777 
28,32 2,235 
6,075 "455 
7,976 638 
8,155 734 
2, 707 848 
6,890 


758 
8,854 753 


ieeit tin se 
REssssse 


Total pare 
Investment—1947 $84,760 
Total Required Earnings—1947.. "$7,305 
Total Converted Investment—1946 
Total Required Earnings—1946 
Total Converted Investment—1945 


Total Required Earnings—1945 
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9. 
Converted 


(7) (8) 
1945 
Converted 
Incre- 1945 
mental ae 
Invest- Earnings 
(2)«(7) 100 


(5) (6) 


1946 
Required 
Earnings 


Incre- 
mental 


$28,326 
6,075 
7,976 
8,155 
7,707 
6,890 
9,653 
5,624 


$2,235 
455 $ 6,075 
638 7,9 
734 8,155 
848 7,707 
6,890 
9, 
12 


758 
653 


821 
464 466 
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they become better defined or more 
widely understood. 

However, the commissions are 
charged with the responsibility of 
establishing rates which will enable 
the utilities to meet their obligations 
to the public. This, in turn, requires 
earnings sufficient to enable them to 
attract substantial amounts of capital 
in competition with unregulated busi- 
ness which has no ceiling on its earn- 
ings. 

At the same time, these commis- 
sions must not allow rates which un- 
duly burden the ratepayer. 

In the public interest, the bargains 
made with investors should enable the 
service to be supplied at the lowest 
over-all cost. Under such circum- 
stances, the revenues supplied by the 
customers should provide an efficient- 
ly managed utility with sufficient 
funds to meet operating expenses and 
the requirements of security holders’ 
contracts, including the legitimate ex- 
pectations of the common stockholder. 


‘T= proposed method attempts to 
apply the principle of fairness: 
(1) to customers in that they shall pay 
no more than is necessary to attract 
the needed capital, and (2) to the in- 
vestors in that they shall be given the 
opportunity to earn the full value of 


the expectations in current purchasing 
power that appeared necessary at the 
time the capital presently employed 
was acquired. 

In its narrow application the formu- 
la provides a test based on these fair- 
ness considerations against which de- 
terminations of necessary earnings can 
be compared. But in its broader im- 
plications it can be conceived that such 
a principle of fairness, if adopted as a 
test by rate-making bodies as policy, 
would have a strong tendency to give 
assurances to future investors. It 
would induce them to invest their 
funds with more confidence in future 
returns, and, therefore, at a lower cost 
to the customér. At the same time it 
would give a stability to the returns 
from utility stocks that would make 
better investments of them and assure 
a more constant flow of these funds to 
the industry. 

In the final analysis, prospective in- 
vestors are trying to judge the regula- 
tory bodies with respect to the future 
treatment they might receive from 
them. Since all such future expecta- 
tions are based largely on past be- 
havior, the more predictable and cer- 
tain this behavior, the less return in- 
vestors will demand as insurance 
against the uncertainty of its predic- 
tion. 





sail Soe end of American help may come sooner than ex- 
pected. England is getting this aid not from an American 
Capitalism in a state of robust health, but from an American 
Capitalism heavily drugged by artificial stimulants, loaded with 
debt, watered down with socialist ingredients, and facing a 
slump because of these factors. If there is one prayer the devout 
British Socialist should send up to the Giver of All Good 
Things, it is that God will save America from drifting into 


—Excerpt from “The Road Ahead” 


Socialism.” 
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A College Student Looks at 
Rural Electrification 


Is the rising generation “naturally sold” on Federal government power } 
policies, as many economists and political leaders seem to assume? How 
does the Federal rural power policy, for example, appear to the 
average intelligent American still in college? Here is an objective and 
unaided study of the REA—with conclusions of the author, some of 
which are certainly debatable but obviously sincerely and objectively 
reasoned. It is presented here simply as an interesting case study of 
the mental processes of a fairly representative college man when thrown 
on his own resources and research. 


By CLARK M. BRINK* 


N May 11, 1935, President 
C Roosevelt, by executive-order, 
established the Rural Electrifi- 
cation Administration, authorizing it 
to initiate, formulate, administer, and 
supervise a program of approved proj- 
ects with respect to the generation, 
transmission, and distribution of elec- 
tric energy in rural areas. This action 
was taken because America’s farms 
were largely without modern lighting, 
the telephones, the radios, and the 
automatic washers to compete in liv- 
ing standards with their city brethren. 
Technicians, economists, and farmers 
all agreed that government participa- 
tion was the speediest way to light up 
rural America. 
The principal obstacle which pri- 
vate power had encountered in its 
efforts to bring the farmer electricity 


*For personal note, see “Pages with the 
Editors.” 
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was high construction cost. Building 
lines of vast distances for the purpose 
of serving a scattered few was not con- 
sidered good business. The prospec- 
tive returns did not seem to justify the 
risk. 

Private power supported many ex- 
periments of various farm and busi- 
ness associations in an effort to find 
out what could be done to overcome 
this obstacle of high rates. It also was 
seeking electrical uses which would 
make power economically profitable 
to the farmer even at substantially 
higher rates than prevailed in urban 
communities. Such projects as the one 
in Red Wing, Minnesota, were not too 
promising. There the Northern States 
Power Company built a line 6.3 miles 
in length at a cost of $1,770 per mile, 
which meant that the farmer would 
have to pay a rather prohibitive fixed 
charge of $6.90 per month to justify 
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such expensive construction, even if 
he used no power. 


HE project, nevertheless, served 
to educate the farmer on elec- 
tricity’s possibilities. It was then, in 
1934, that Dr. White, the superintend- 
ent of the project, observed, “It is no 
longer a question of whether the farm- 
er wants electricity, but where he can 
find the money to pay for it.” The 
answer of private utilities was that the 
national level of farm income must be 
raised to a point where the electric in- 
dustry could afford to serve agricul- 
ture. On the other hand, the national 
farm associations and also the Presi- 
dent contended that the costs of elec- 
trical service must be cut to fit the 
dimensions of existing rural incomes 
and thus help to increase these in- 
comes. 4 
The late President Roosevelt’s ex- 
ecutive order received congressional 
approval on May 20, 1936, in the Nor- 
ris-Rayburn Act. This act set up the 
REA as a statutory agency with an 
Administrator to make loans to “per- 
sons, corporations, states, municipali- 
ties, peoples’ utility districts, and co- 
operative nonprofit or limited dividend 
associations.” The act states : 


. all powers granted under the 
act are exercised by an Administrator 
appointed by the President and con- 
firmed by the Senate for a term of ten 
years at an annual salary of $10,000. 
He is authorized to make loans and 
administer the act to persons, cor- 
porations, states, territories, munici- 
palities, peoples’ utility districts, and 
cooperative nonprofit or limited divi- 
dend associations. Forty million dollars 
annually is authorized to be appor- 
tioned among the states for the purpose 
of financing the construction and op- 
eration of generation plants, transmis- 


sion lines, and distribution lines for the 
furnishing of electric energy to persons 
in rural areas who are not receiving 
central station power. The loans are 
not to exceed twenty-five years, the 
average rate of interest is to be what 
the United States pays on its obliga- 
tions of over ten years, and preference 
is given to public bodies and nonprofit 
organizations or companies. Loans may 
be made for the wiring of premises and 
the purchase and installation of elec- 
trical and plumbing appliances and 
equipment. The Administrator must 
find and certify that in his judgment 
the security for the loan is reasonably 
adequate and will be repaid within the 
time specified. 


The emphasis of the REA program, 
was to be on the establishment of farm 
electric codperatives—with loans not 
exceeding twenty-five years and pre- 
vailing interest rate paid on long- 
term Federal obligations. These co- 
ops were to be entirely independent 
from the government in management 
and operations, and owned by consum- 
ers. The only tie-up with the govern- 
ment was to be financial. REA was to 
be the banking house for the program, 
just as Wall Street is for many a pri- 
vate enterprise, and government was 
concerned with having only a reason- 
able amount of security for its loans. 
REA engineers meanwhile would be 
experimenting and passing on their 
findings to the codperatives. REA 
lawyers would aid the codperatives in 
any legal entanglements arising in the 
various states. 


HE result of all these services, it 
was hoped, would be to enable the 
farmers to string their own high lines 
and tap them for a multitude of uses 
as they chose. 
As is stated in the act, REA was to 
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make its loans to farm codperatives 
in “rural areas not receiving central 
station power.” Thus, REA was, 
seemingly, not launched with the idea 
of competing with existing private 
power lines. To see that everyone in 
the rural areas had reliable electricity 
was its primary purpose. 

With this in mind, REA lawyers 
went to bat for many a proposed elec- 
trical codperative. What the legal ob- 
stacles boiled down to was whether a 
rural electrification codperative was a 
public utility in a legal sense, and thus 
subject to the jurisdiction of the 
various state utility boards in regard 
to even their right to exist, to their 
rates, and to their expansion. These 
REA lawyers won important conces- 
sions. In state courts, their argument 
that the state commissions are charged 
only with the regulation of profit-mak- 
ing public utilities, and that the co-ops 
in the nonprofit category were outside 
their jurisdiction, generally prevailed. 
Again, they went before state legisla- 
tures to obtain the necessary assent for 
the establishment of these co-ops, and 
to gain legal right-of-way privileges 
similar to those of the public utilities. 
Again, they were generally successful. 

REA engineers concentrated on 
cost-saving devices in the construction 
of transmission and distribution lines. 
They decided that lines could be strung 
with poles wider apart, and thus save 
$70 per mile. Standardizing the volt- 


e 


age for transmission lines on REA 
projects saved many more dollars in 
the purchase of insulators and trans- 
formers. The co-ops, by jointly pur- 
chasing large quantities as units, 
allegedly brought the cost of house- 
hold transformers from $60 down to 
$21, and there were also substantial 
savings made in meter installation. In 
some places, consumers were instruct- 
ed to read their own meters, report 
their own equipment mishaps, thus 
cutting down considerably on cost of 
maintenance. 


Bh tesgy ss provided the co-ops with 
low interest rates on loans, as 
compared to the customary 6 per cent. 
This alone saved rural users some 
$10,000,000 annually. Insurance 
premiums were cut 40 per cent, saving 
the co-op members $1,443,250 in the 
fiscal year ending June 30, 1941. All 
totaled, these devices permitted the 
cost of line construction to drop to 
almost 50 per cent below that of tax- 
paying public utilities. 

With all the numerous cost-saving 
advantages, there developed a very 
large demand for REA loans. From 
66 borrowing agencies in 1936, the 
number had expanded to 1,066 by De- 
cember 31, 1949. Of these, 976 were 
private co-ops, 25 were private com- 
panies, and 65 were public power dis- 
tricts, municipalities, or other public 
bodies. These borrowers had 939,473 


“Ir would appear that since its inception any conflicts be- 
tween the REA and the private power companies have been 
sporadic and involved relatively unimportant disputes at the 
local level. There seems to be no evidence of industry-wide 
antagonism to the rural electrification program, as such, on 
the part of the private companies.” 
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miles of line in service, serving over 
3,031,098 farmers in 46 states. They 
had borrowed $1,999,279,707 from 
REA for their projects, a figure made 
possible by an additional REA grant 
by Congress of $60,000,000 annually. 
Furthermore, the majority of the co- 
ops were paying back their loan obli- 
gations to REA well within the speci- 
fied time. In fact, generally they were 
several months ahead on their pay- 
ments. 

Since the whole success of the REA 
program depended upon the lowering 
of electric rates to the farmer, it is 
needless to labor the point that this 
has been accomplished. The proof lies 
in the above reference of the very 
growth of the undertaking. Back at 
the time of the Red Wing experiment 
the cost of electricity to the farmers 
involved was about 10.5 cents per 
kilowatt hour, and in 1928 a similar 
experiment offered service at the rate 
of 9.3 cents per kilowatt hour. How- 
ever, by 1940, in a typical REA co- 
dperative-serviced area, a farmer was 
paying 4.5 cents per kilowatt hour and 
this figure included interest and re- 
payment on the REA loan issued to 
serve him, all maintenance and de- 
preciation, all taxes, and the 1.25-cent 
kilowatt-hour charge to him for the 
electricity he used. There seems little 
reason to doubt that even this figure 
will fall as the REA loans are gradu- 
ally paid off. REA’s goal is 2 cents 
per kilowatt hour, a figure which On- 
tario, which had a 15-year jump on 
the United States so far as a govern- 
ment-sponsored system is concerned, 
has almost reached. 


Ww" the REA program in opera- 
tion, there was a sudden climb in 


the number of farms having elec- 
tricity. In 1923, only 4.6 per cent of 
America’s farms were provided with 
electric service, and but 2.6 per cent 
had central station power. By the time 
of REA’s creation in 1935, this figure 
had risen to but 10.9 per cent, or 744,- 
000 farms, for rural establishments 
receiving central station power. Com- 
pare these figures with those taken in 
1940, when 1,700,000 farms had ac- 
quired this service. More had been 
accomplished in the five years 1935- 
1940 than in the previous fifty years. 
Three million eight hundred thirty- 
eight thousand sixty-two additional 
farms were connected to power lines 
between 1935 and 1949 (July Ist), 
and 57 per cent of these from REA- 
financed lines. It estimated that by 
1951, 95 per cent of the farms would 
have central station power available. 


Whew nation’s farmer obviously liked 
the system of electrifying himself 
through his own REA co-op. He was 
getting electricity, and getting it 
cheap enough to make it worth while 
to him. This government-founded 
project had succeeded in breaking 
through the economic obstacles which 
private companies had previously 
found so difficult. If one were to agree 
with the late Harry Slattery, a past 
Administrator of REA, it has suc- 
ceeded against the combined efforts 
of the public utilities. In his book, 
Rural America Lights Up, Mr. Slat- 
tery claims that the public utilities de- 
liberately set out to destroy REA. He 
said they attempted to arouse fear 
among the farmers that by signing up 
with an REA coéperative they would, 
in effect, put a mortgage on all their 
wealth. (In reality, the member risks 
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Breaking the Rural Power Rate Bottleneck 


eee power supported many experiments of various farm and 
business associations in an effort to find out what could be done 
to overcome this obstacle of high rates. It also was seeking electrical 
uses which would make power economically profitable to the farmer 
even at substantially higher rates than prevailed in urban communities.” 





only the loss of his membership fee, 
usually $5.) Slattery insisted that the 
utilities refused to codperate in selling 
their excess power to the co-ops, even 
at a reasonable profit. (They demand- 
ed two cents per kilowatt hour, as 
against an alleged reasonable compen- 
sation of one cent.) Then, too, there 
was the building of so-called “spite 
lines.” 


yeep to Slattery, the utilities 
used the measure in combating 
REA and its codperatives. As soon as 
a cooperative was organized in a cer- 
tain area, the public utility in that area, 
which may have not made service 
available to its farmer population for 
perhaps twenty years, would hastily 
construct lines into the proposed co- 
Sperative’s territory. This was to 
gain operating rights to the area—for 
the co-op could not extend to areas al- 
ready served. It was claimed they 
would leave sparsely settled, low-in- 
come areas for the co-ops, thus mak- 
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ing their task an almost impossible 
one. Asa result, the ex-Administrator 
claimed that eight co-ops were entirely 
wiped out, and another 192 suffered 
mileage losses of 15,000 and consumer 
losses of 40,000. Some were forced to 
sell out to the utilities. 

This is the REA story. It seems 
that there can be no controversy over 
the worth or results of the project, 
especially as it is represented by Mr. 
Slattery. 


uT there is another side of the 

story—an important one. A per- 
sonal interview with a nationally 
recognized spokesman provided me 
with private industry’s viewpoint, and 
here it is as I understand it: 

“In most respects, the private elec- 
tric companies are not adverse to the 
REA project,” the industry man said. 
“We are not against bringing elec- 
tricity to the farms; as a matter of 
fact. we 2< all for it. But there were 
just souie chings that we couldn’t un- 
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dertake, that REA could. REA could 
reach out and serve areas where pri- 
vate power could never go. For one 
thing, private enterprise has to pay 6 
per cent on its capital borrowings, 
whereas REA co-ops can obtain loans 
at a 2 per cent interest rate. We pay 
taxes, whereas the codperatives often 
pay no Federal and usually few local 
taxes. REA was merely a natural fol- 
low-up of the public road system.and 
rural free delivery. I personally am 
grateful that REA put a hotfoot to 
many slow companies. Except for 
REA, we wouldn’t have progressed as 
far as we have. 

“But the point is that private indus- 
iry has progressed since 1936—pro- 
gressed somewhat parallel to and per- 
haps faster than the REA-sponsored 
outfits. REA conveniently ignores 
this fact in its propaganda. Instead, 
REA reaches back to 1936-37 for dis- 
plays of private power methods and 
opinions.” 

It would appear that since its incep- 
tion any conflicts between the REA 
and the private power companies have 
been sporadic and involved relatively 
unimportant disputes at the local level. 
There seems to be no evidence of in- 
dustry-wide antagonism to the rural 
electrification program, as such, on the 
part of the private companies. 


HERE recently has developed, 

however, a new phase which has 
met with the violent objection of a ma- 
jority of the private companies. 

This dispute grows out of the initial 
allocation of about $44,000,000 to 
“super” codperatives—that is, codp- 
eratives whose memberships are a 
group of REA distribution co-ops— 
in Oklahoma and Missouri, for the 
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purpose of constructing high-power 
transmission lines and large steam- 
generating plants which the co-ops im- 
mediately would turn over to the sole 
use of the Department of the Interior. 

Transmission lines, on completion, 
would create a network of highly com- 
petitive and duplicating lines parallel- 
ing the lines of private companies and, 
while doubling the load of investment, 
both private and public, in the area, 
would not in themselves add any new 
customers not presently being served. 

The REA co-ops have executed 
contracts that upon completion of 
these projects transmission lines will 
be turned over to the Interior Depart- 
ment on 40-year lease, at the end of 
which time they would become the 
property of the Department of Interior 
upon the payment of $10. 


N addition, the contracts call for the 
practical limit of capacity produc- 
tion of the steam plants for the next 
forty years. The financial agreement 
is such that the lines and plants would 
be paid for by the end of thirty-five 
years. Additional contracts of this 
sort are pending in Louisiana, Arkan- 
sas, and Texas. 

Recently Assistant Secretary of In- 
terior Warne made the statement that 
the Department of Interior would have 
a power grid extending from New Or- 
leans to Seattle. This would indicate 
that they intend to extend their alli- 
ance with the REA through Iowa to 
connect up with the Missouri river and 
tributary dams of the Reclamation 
Bureau (another Interior Depart- 
ment agency) in South Dakota, North 
Dakota, and Montana, reaching west 
toward the Bonneville Administra- 
tion. 
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“| = Interior Department already 
has a line east from the South- 
western Power Administration grid— 
SWPA being a power marketing 
agency of the Department of Interior 
for power generated at multiple-pur- 
pose flood-control and power dams 
constructed by Army Engineers—to 
within a hundred miles of the Ten- 
nessee Valley Authority. 

This latter agency has an intercon- 
necting system extending into the 
Carolinas, so that a coast-to-coast In- 
terior Department power grid is now 
far beyond the blueprint phase and in 
the latter stages of completion. 

The Department of Interior-REA 
proponents of the scheme justify the 
plan on the grounds that: 


1. The private power companies 
have fallen down on the job of sup- 
plying adequate power and this plan, 
drastic though it is, is necessary for 
public enterprise to take over where 
private enterprise has been unable or 
unwilling to meet growing demands 
for power. 

2. On the basis of opinions of their 
own solicitors, the scheme is legal. 
(There is the further fact that even if 
it is not legal it would be difficult or 
impossible, according to the lawyers 
consulted, for opponents of the plan to 
oppose it on substantial legal grounds 
in court. ) 

3. Eventually, under the new 
scheme, the entire rural area affected 
will be fully electrified at rates with 
which the unsubsidized private com- 
panies cannot compete. 


The contentions of the proponents 
of private power in this controversy 
may be summarized as follows: 


If the Interior-REA arguments are 
valid, the proper, appropriate, and 
only legal method should be for the 
Department of Interior to submit its 
request for such lines and generating 
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plants to the Budget Bureau and from 
the Budget Bureau to Congress, fol- 
lowing the usual legal method of ob- 
taining funds for Federal activities by 
a departmental agency. 

Inasmuch as requests for generating 
plants and similar transmission lines 
already have been submitted by the 
Department of Interior and have been 
flatly refused by the Appropriations 
Committee and by Congress, it is con- 
tended that this method is a trans- 
parent subterfuge to by-pass the ex- 
pressed will of Congress. 


ae assert that the funds appro- 
priated by Congress to REA were 
for the specified purpose of electrifica- 
tion of farms and that this proposed 
“raid” upon enormous funds allocated 
by Congress for that purpose by the In- 
terior Department with the complai- 
sant connivance of the officials of the 
REA, establishes a serious precedent 
of the executive by-passing of the con- 
trol of the purse strings by the legisla- 
tive branch of government under the 
Constitution. 

The proposal is only a slick scheme 
to promote, without the open debate 
and floor discussion in Congress, the 
program of nationalization of the elec- 
tric industry. The taxpayer may be 
willing to support the legitimate rural 
electrification program but he certain- 
ly has not had an opportunity to pass 
upon the merits of nationalizing this 
key industry. 

Moreover, it is a very poor deal for 
the super codperatives from a business 
and fiscal standpoint: The 40-year 
lease completely commits the codpera- 
tives without fail to execute their part 
of the contract, whereas the Interior 
Department in both the lease and the 
purchase of power agreements has 
written in an “escape clause” provid- 
ing that the agreements may be can- 
celed at any time that Congress re- 
fuses to appropriate the funds for the 
carrying out of the contracts. Appro- 
priations bills are passed annually. 
Hence the Interior is actually signing 
a contract which may be canceled at 
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any time within any one of the forty 
years, whereas the farmers are com- 
mitted to their portion of the bargain 
without escape for the entire period. 

In theory at least and certainly at 
law the REA is merely a banker whose 
chief interest is to recapture money 
loaned by the Federal government to 
codperatives borrowing money for the 
purpose of electrifying their farms. 
This extension of 40-year contracts 
obviously means that the Washington 
bureau of the REA, in giving the In- 
terior a 40-year lease with its co-ops, 
is perpetuating its own life by forty 
years. 

Some of the congressional opponents 
of this deal assert that in addition to 
the ideological push for nationaliza- 
tion of the electric industry by means 
of the REA-Interior alliance there is 
a further incentive in the fact that 
REA has available for disposition 
nearly a billion dollars of unspent 
funds. Since the job of bona fide rural 
electrification is nearly done, it may 
soon be left with a huge surplus un- 
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less other means can be found to dis- 
pose of this enormous fund authoriza- 
tion. They assert that legal fees and 
engineering fees can absorb as much 
as 10 per cent of a total loan, to say 
nothing of the profits available to con- 
tractors in such construction projects. 
They maintain that there is a hidden 
lobby consisting of the powerful poten- 
tial beneficiaries busily promoting 
such projects both on Capitol Hill and 
in the REA. 


N this controversy I have come to 
the conclusion that the REA in its 


first fifteen years of existence prob- 
ably was one of the better programs 
initiated under the New Deal. But if 
the proposed change of policy involved 
in the Interior use of REA funds is 
carried out, we will see a marked 
change in the program which will not 
follow the law, the best interests of 
the farmer, or the best interests of the 
taxpayer and the nation. 
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HE world’s biggest enterprise, we are hardly surprised 


to note, shows no symptoms of recession. Senator Byrd 

reports that the Federal government hired new workers during 
April [1947] at the rate of more than 350 a day. 

“The trouble is that this does not exactly reverse the down- 


ward trend. Washington’s main industry does not produce 
the kinds of things people buy. Its chief product—‘processed’ 
paper—mostly ends up in filing cabinets. 

“Unfortunately, too, the impact of its continued hiring on 
the general unemployment picture is that of a dole. It does 
not pay salaries out of earnings but out of the pockets of people 
engaged in productive activity. Senator Byrd figures the tab 
for April at more than $1,000,000 per day. 

“In a deflationary situation, the classic rule is to cut taxes. 
The hiring of the Federal government, however, increases 
taxes, thus making it less possible for people to buy things 
and thus encouraging decreased production, which means 
fewer jobs. 

“So it is not really a paradox, after all, that the apparent 
trend-bucking of Bureaucracy, Inc., is not bucking but riding 
the unemployment trend.” 

—EpIToRIAL STATEMENT, 
The Wall Street Journal. 
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Atomic Energy for Industry? 


HE possible release of atomic energy 

information to private industry in 
the United States, Canada, and Great 
Britain has been unofficially indicated in 
Washington during recent weeks. In- 
dustrial circles are speculating on what 
this may mean for the electric utili- 
ties, and when. There is the belief that 
some partial release of information will 
be made, primarily for the purpose of 
promoting experimentation, rather than 
launching any significant commercial 
atomic power development in the near 
future. 

The administration is more or less 
nonplussed over the criticism of former 
Atomic Energy Commission Chairman 
David E. Lilienthal, in his current series 
of articles in Collier’s magazine. Lilien- 
thal now contends that government 
monopoly is holding back development of 
atomic industrial energy through un- 
necessary secrecy. He did not feel free 
to air his critical views as long as he was 
connected with the commission. 

It is not believed that the proposed 
small release of atomic data will fully 
meet the objections voiced by Lilienthal, 
who is pressing for a change in the law 
and a reéxamination of our entire 
handling of atomic energy. Senator Brien 
McMahon (Democrat, Connecticut), 
chairman of the Joint Congressional 
Atomic Energy Committee, has been 
rather noncommittal about Lilienthal’s 
criticisms. But other members of Con- 
gress are known to be anxious to have 
more light on the subject of atomic en- 
ergy for industrial uses. 

The British-Canadian-American plan 
for gradual release of atomic informa- 
tion to private industry is being worked 
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Washington and the 
Utilities 


out. Selected private groups will be 
permitted to build low-power reactors 
which will not furnish enough power to 
run a plant on a practical or profitable 
basis. But this can be valuable to in- 
dustry in furnishing preparatory experi- 
ence for dealing with atomic power de- 
velopment in the future—at a time when 
the government feels it is safe to release 
information for large-scale operations. 
The situation recalls a criticism similar 
to Lilienthal’s which was made by an in- 
dustry committee, headed by an electric 
utility executive, in December, 1948. 

In the meantime, the commission re- 
cently released 16 patents for public use, 
bringing to 138 the total number of com- 
mission-held patents released for public 
licensing, none of which would be useful 
in the development or production of 
power. 

* 


Buchanan Softens Lobby Probe 


HE House Lobby Investigating 

Committee, headed by Representa- 
tive Frank Buchanan (Democrat, Penn- 
sylvania), has modified its earlier pro- 
cedure and methods. Since the com- 
mittee’s recent request to utility organi- 
zations, and others, for data on lobbying 
and publicity expenditures met with pro- 
tests from many groups, including mem- 
bers of the House, Buchanan has turned 
the inquiry into channels which may 
reach conclusions on just what lobbying 
and lobbyists are. This, as distinguished 
from a probe into the political ideologies 
of those engaged in lobbying. 

Buchanan greatly modified the origi- 
nal requests sent out, and extended the 
time for reply. He said the requests were 
for “information only,” adding that if 
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the parties do not furnish such informa- 
tion, no contempt citation or other, puni- 
tive action will be sought, although the 
committee on a 4-to-3 partisan vote gave 
the chairman authority to issue subpoe- 
nas. It was pointed out that some utility 
companies are complying with the com- 
mittee’s modified request, and the chair- 
man has observed that one utility execu- 
tive, who had outspokenly criticized the 
original questionnaire, may be among 
those first to comply. Apparently 
Buchanan would keep an overzealous 
left-wing staff from running the investi- 
gation into more difficulties. 


* 
WRPC Rules Out Private 


Company Session 


HE President’s Water Resources 

Policy Commission has declined to 
schedule a separate conference for the 
private operating electric companies. 
This was the reaction of WRPC Chair- 
man Morris Llewellyn Cooke to the sug- 
gestion of the National Association of 
Electric Companies that a special con- 
ference be arranged in connection with 
the recent reply of the association to the 
queries made in WRPC’s blanket ques- 
tionnaire to the private companies for 
their views on Federal water resources 
development. 

Cooke declared such a conference to be 
impracticable, because of the short time 
available in which WRPC must respond 
to the President’s request—December 
Ist. “In no instance,” he continued, 
“have we arranged for such a conference 
with a private interest,” adding that “to 
establish a precedent of this kind” might 
lead the commission “far afield.” He also 
suggested that the individual operating 
companies might well join regional con- 
ferences now being conducted in various 
cities. 

As the WRPC regional hearings pro- 
gress, all of the local testimony is per- 
haps not as the chairman would like it; 
namely, for a water resources develop- 
ment program entirely controlled by the 
Federal government. At the recent hear- 
ings in the Pacific Northwest, there was 
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a strong plea for more “regional respon- 
sibility” in water development programs. 

A joint bipartisan statement was pre- 
sented at WRPC’s Spokane, Washing- 
ton, hearing on behalf of Governors Vail 
Pittman (Democrat, Nevada), Douglas 
McKay (Republican, Oregon), Arthur 
B. Langlie (Republican, Washington), 
John W. Bonner (Democrat, Montana), 
A. G. Crane (Democrat, Wyoming), 
and C. A. Robins (Republican, Idaho). 
The statement, delivered by Governor 
Robins, asked that all “federally built” 
water projects be turned over to local or 
state control after their costs have been 
returned to the Federal government. 

The governors approved development 
of the Columbia basin through the joint 
program of the Army Corps of Engineers 
and the Bureau of Reclamation. Their 
statement did not contain reference to 
the proposed Columbia Valley Admin- 
istration, a highly controversial issue in 
Pacific Northwest political circles. The 
governors also observed that state control 
of local water resources development 
should be subject only to Federal juris- 
diction of navigation and international 
obligations, and that no Federal projects 
should be “forced.” 


Ad 


Seymour Leaves Interior 


iS Bice resignation of Walton Seymour 
as director of Interior Department’s 
division of power to join the Economic 
Codperation Administration (Marshall 
Plan) as power adviser to the Greek mis- 


sion with headquarters at Athens, 
Greece, removes from the Washington 
scene a zealous proponent of public pow- 
er. He was also director of the depart- 
ment’s program staff. 

Secretary Oscar L. Chapman named 
Alfred C. Wolf as acting director of the 
program staff and Edward P. Eardley as 
acting director of the division of power, 
thus dividing the duties entirely carried 
by Seymour, who joined Interior in 1947 
after seven years’ service with the Ten- 
nessee Valley Authority. 

Little is known of the philosophies of 
Wolf and Eardley, but it is assumed they, 
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like Seymour, are propublic power. The 
former has been a member of the pro- 
gram staff since October, 1947, and prior 
to that time served in a number of Fed- 
eral alphabetical agencies, including the 
depression-inspired Works Progress Ad- 
ministration. 

Eardley has been chief engineer of In- 
terior’s division of power since May, 
1948. Prior to joining Interior, he was 
employed as representative of the Rural 
Electrification Administration in the 
Tennessee Valley Authority area from 
1941 to 1946, and served as city manager 
of Burley, Idaho, in 1940. 


. 

The SWPA Contracts at Last? 

A’ the Senate Appropriations Com- 

mittee neared completion of its 
work on the House-approved Omnibus 
Appropriations Bill, Interior and the 
private utility representatives went into 
a near-marathon negotiating session that 
ended some days before the money bill 
was reported out to the Senate. 

Senator Carl Hayden (Democrat, 
Arizona), chairman of the Interior Ap- 
propriations Subcommittee, was known 
to have wanted some kind of an agree- 
ment between the parties before his group 
gave final approval to the Interior por- 
tion of the bill. 

During the closing days of the full 
committee’s “mark-up” of the bill, there 
was some additional pressure to consider 
scaling down nonessential domestic 
spending in anticipation of increasing 
military needs. 

Incidentally, the Korean situation is 
likely to make Congress less disposed to 
grant funds for Federal spending or lend- 
ing on nonessential domestic programs. 
This would be especially true of long- 
range construction projects which might 
tie up strategic materials and man pow- 
er during a critical period. In short, the 
sudden need for revitalizing our armed 
forces is quite likely to have some restric- 
tive effect on public projects both as to 
appropriations and authorizations. 

For the same reason the Senate is 
likely to kill any real tax reduction which 
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would serve to cut the government’s 
over-all revenues. House passage of 
measure eliminating approximately $] 
billion of excise levies can be regarded 
mostly as a political maneuver during a 
campaign year. 

The time limit for the current session, 
tentatively scheduled for July 31st by ad- 
ministration leaders in Congress, is 
again up in the air. A longer session 
might have some effect on other pend- 
ing legislation due to expire with an 
early adjournment. But the chances are 
that any extension of the session would 
be chiefly preoccupied with war needs. 


Aa 
Interior Spurned? 


COALITION of New England Rural 
Electrification Administration co- 
Operatives has so far paid no attention to 
suggestions that the Interior Department 
might take on the pleasant responsibility 
of providing abundant low-cost hydro 
power from projected developments on 
the St. Lawrence and Niagara rivers. 

A Yankee group, banded together to 
organize generating and transmission 
bodies to construct steam plants, already 
has prepared engineering plans for three 
or more plants and will soon seek REA 
financing to the extent of several million 
dollars. Eventual tie-ins with St. Law- 
rence-Niagara developments are eyed. 
Even Quoddy may have a place in the 
picture. 

Interior officials are watching the New 
Englanders’ plan closely, because it may 
yield an opportunity for creating a 
“Northeastern Power Administration” 
similar to Southwestern Power Admin- 
istration and the Southeastern Power 
Administration. 

Democratic high-command plans to at- 
tract New England votes with hydro 
power (see page 30, July 6th issue) as- 
sumed clearer outlines when a Senate 
Public Works Subcommittee recently 
held hearings on S 3707, a bill to estab- 
lish a New England-New York Re- 
sources Survey Commission. Party 
strategists thus added to their stock of 
campaign material for use next fall. 
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osEPH A. BEIRNE, president of the 
Communications Workers of Amer- 
ica, CIO, lashed out at the union’s fourth 
annual convention in Cleveland, Ohio, 
last month at dissident groups that he ac- 
cused of conducting a “character assassi- 
nation” campaign against himself and 
other top officers of the union. 

Mr. Beirne opened the convention 
with a speech in which he defended his 
administration’s handling of 1949-50 
contract negotiations, denied responsi- 
bility for collapse of the union’s nation- 
wide strike of 1947, and attacked groups 
“from within” that he said were spear- 
heading “a mad move toward destruction 
of a union.” 

His harshest words were directed at 
leaders of a group that placed in circula- 
tion a petition calling for his and the 
executive board’s recall from office. He 
told the 500 delegates that the recall peti- 
tion was adopted at a membership meet- 
ing of Local 4463 of Division 20 at 
Hutchinson, Kansas, May 23rd. Mary- 
land is another trouble spot, giving na- 
tional leaders cause for concern because 
of the independent if not rebellious ac- 
tion of local union persons. 

Apparently CWA may have suffered 
some internal structural damage as a re- 
sult of the recent nation-wide strike 
threats which strained the framework of 
the organization. The situation recalls 
the experience of CWA’s predecessor, 
the old independent National Federation 
of Telephone Workers, which almost 
went to pieces following its ill-fated 
strike of 1947. Primary object of the 
union’s leadership and committees at the 
Cleveland meeting was stated as “stream- 
lining union structure,” which CWA 


And Gossip 
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officials described as “crucial to further 
progress and essential to greater cohe- 
sion” within the union. 

CWA-CIO leaders were reported 
hopeful of developing the present loose 
federation into a well-knit union capable 
of carrying out national policies “as de- 
veloped by convention action.” 
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NARUC List of Rate Increases 


A COMPREHENSIVE list of telephone 
rate increases since September, 
1946, was issued recently by the National 
Association of Railroad and Utilities 
Commissioners. It itemizes, state by 
state, amounts of rate increases sought 
by Bell system companies, since the first 
postwar request was made up until June 
10, 1950. Altogether, the state regula- 
tory commissions have been asked to 
grant telephone rate increases aggregat- 
ing $621,412,000, during the three and 
three-quarter-year period. Of this total, 
rate increases of $394,262,000 have been 
granted, while petitions amounting to 
some $98,984,000 are still pending. The 
largest was in Illinois where a $65,780,- 
000 rate increase was requested, as com- 
pared with $49,063,000 granted. Al- 
though not computed by the NARUC on 
a percentage basis the amount of in- 
creases shown averaged 63 per cent of 
the total increases requested—with 16 
per cent still pending. 

Fourteen court reviews of the state 
commission rate orders in these Bell sys- 
tem cases were noted. They occurred in 
Alabama, Arizona, Georgia, Idaho, Kan- 
sas, Kentucky, Massachusetts, Mississip- 
pi, New Hampshire, Oklahoma, South 
Dakota, Tennessee, Vermont, and West 
Virginia. Only in West Virginia was 
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the telephone company’s appeal for more 
favorable treatment by the state com- 
mission turned down. 

In other words, telephone companies 
apparently succeeded, in whole or in part, 
in obtaining appellate relief at the hands 
of the courts in 13 (out of a total of 14) 
appeals taken from the state commission 
rate orders. 

* 


Largest REA Phone Loan 
Granted 


HE largest REA rural telephone 

loan was made to a codperative last 
month. The total amount of the loan 
authorized for Eastern New Mexico 
Rural Telephone Codperative, Clovis, 
New Mexico, was $581,000. The tele- 
phone system proposed will include ex- 
change facilities for 11 central office units 
with dial equipment. There is virtually 
no telephone service in the area at pres- 
ent. 

This was said to be the third REA co- 
op telephone loan to be approved. But 
actually only two were on the books be- 
cause REA withdrew a recent co-op loan 
in Iowa following announcement of Bell 
company service in the area. 


> 


Postal Service Compared with 
Bell System 


CTIVITIES of postal and other pres- 
sure groups in misrepresenting the 
effects of reductions in postal service 
were scored recently in a study prepared 
for the Council of State Chambers of 
Commerce. The study reviewed efforts 
to cut the half-billion-dollar Post Office 
Department deficit. 

Referring to the readjustments 
ordered by Postmaster General Donald- 
son on April 17th in anticipation of a 
congressional cut in his department’s ap- 
propriation, the council’s study said: 
“These were minor reductions in serv- 
ices, some of them long recognized as 
overdue.” 

The study states that the Post Office 
Department is managed and operated as 
a government spending agency rather 
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than as a business enterprise. Post Office FF 


officials, for example, have no knowledge 
whatever of the total value of the depart- 


ment’s vast property holdings. By way pon. 


of contrast, it says, it was a perfectly easy 
matter to ascertain that the value of all 
physical property owned by that other 
giant enterprise in the communications 
field—the privately owned and operated 
Bell telephone system—totals $9.5 bil- 
lion. 

Incidentally, Federal, state, and local 
taxes imposed on the Bell system in 1949 
totaled $346,144,000—enough to pay the 
transportation costs (rail, air, etc.) of all 
domestic mails last year. In addition to 
this, the Bell system acted as agent for 
the government in collecting $445,000, 
000 in Federal excise taxes on telephone 
calls last year—this at negligible cost to 
Uncle Sam, the study states. 


Aa 
Commissioners W on’t Quit 


NDER attack by both the Democratic 

administration and some members 
of the state legislature, Stuart B. White 
recently declared he had no intention of 
resigning from the Michigan Public 
Service Commission. 

Governor Williams said a request for 
the resignation of White and Commis- 
sioner Schuyler L. Marshall, because of 
a $9,000,000 rate increase authorized for 
the Michigan Bell Telephone Company, 
was “within the realm of possibility.” 

Commissioner White said, “We 
worked on the case for weeks and con- 
sidered all factors. I can’t change my 
views in a 45-minute conference with 
someone who read only one brief.” 

The company had originally filed an 
application for a rate boost of $20,400,- 
000 in December, 1948, and obtained an 
emergency increase of $4,800,000 last 
July. The company contended that the 
increased earnings were necessary to at- 
tract capital for necessary expansion. 
Commission majority estimates the new 
rates will yield a return of 6 per cent on 
investment. 

Commissioner White has also protest- 
ed against injecting politics into quasi 
judicial decisions. Pleading for more re- 
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ffice pect for its regulatory processes, White 
dge pointed to the careful consideration of 
art. evidence and arguments by his commis- 
way (pon. He staked his position on fair and 
asy Ie? sonable decisions by an “independent” 
ail ribunal as opposed to political inter- 





erence. 

“The operations of Michigan Bell and 
other companies regulated by the com- 
mission are too important to the public 
9 permit. partisan consideration,” White 
aid. “This is an independent commis- 
sion which should not be subjected to 
litical pressure. The governor is at- 
tempting to stir up the people against 
this telephone increase, which we 
arrived at after careful judicial considera- 
ion of all the facts.” 

Senate Republicans, fearing the deci- 
sion may have had some effect on the vot- 
ers during an election year, have agreed 
to set up a special committee to consider 
the advisability of electing rather than 
appointing members of the commission, 
as well as to investigate its theories of 
rate making. 

“Williams is using this [rate] increase 
for political purposes, and will make an 
issue of it in the campaign,” said Senator 
Harry F..Hittle. “Utility rate decisions 
should be above politics. If our com- 
mittee finds that the wrong rate-making 
theories are applied, we will do some- 
thing about it.” 

Williams said that the commission 
majority opinion from which his own 
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le Bappointee, Chairman John H. McCarthy, 
- dissented, caused him particular concern 
y & because of its alleged “disregard” of the 
h §commission’s staff recommendations. 





State Attorney General Stephen J. 
Roth was reported to be preparing a cir- 
cuit court action to thwart the increase. 


> 


Renew Claims on Color TV 


BB companies which have de- 
veloped color television systems last 
month renewed their claims to superior- 
ity in the field. Each, in effect, asked for 
an exclusive franchise if the Federal 
Communications Commission decides to 
license color for regular commercial 
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video operation. A decision either for 
or against such operations is expected by 
late summer. 

Columbia Broadcasting System and 
Color Television, Inc., of San Francisco, 
asked that their competitors be ruled out 
in the race for the expected multimillion- 
dollar patent royalties. 

Radio Corporation of America sug- 
gested that the commission fix three basic 
tests for color and allow anyone who 
could meet them to go into the field. How- 
ever, RCA said that it believed that its 
system alone could meet the three re- 
quirements. 

CBS and RCA joined in asking the 
commission for prompt authority for 
color operation. CTI said its system is 
as ready as any of the others, but assert- 
ed that it would not object to a further 
development period before a commercial 
authorization is given. The San Fran- 
cisco company expressed the view that 
the tests of various color plans thus far 
have been “inadequate finally to judge 
the merits of any proposed system.” 


> 


Attacks Constitutionality of 
Antistrike Law 


HE New Jersey Bell Telephone 

Company recently attacked the con- 
stitutionality of New Jersey’s utility anti- 
strike law, arguing it illegally delegates 
legislative power to arbitration boards to 
fix wages which are “indefinite, arbi- 
trary, and oppressive.” The company ap- 
pealed to the appellate division of the 
state superior court to upset an arbitra- 
tion board order of May 25th granting 
wage increases of $2.50 a week to 10,000 
operators of the company. 

F. Mark Garlinghouse, company coun- 
sel, told the court that the wage increases 
—which were being held up pending a 
decision of the appeal—would cause New 
Jersey operators to be the highest paid in 
the country. In the Camden area, he 
said, the wording of the arbitration 
award would result in operators getting 
a $3.50 weekly wage increase. That, he 
said, would bring wages far above the 
average in near-by Philadelphia. 

JULY 20, 1950 









The Issue over Public Power 


Ep issue of “public versus private 
power” has recently made many 
headlines and much editorial comment in 
the nation’s press. Not only the Edison 
Electric Institute and the National As- 
sociation of Electric Companies but also 
the Hoover Commission, the U. S. Cham- 
ber of Commerce, and more recently the 
Engineers Joint Council (representing 
the country’s five major engineering so- 
cieties) have recorded their views or sug- 
gestions. The objectives generally desired 
are: (1) curtailment of grandiose gov- 
ernment hydro plans and propaganda, 
(2) closer codrdination of government 
and private plans to expand power fa- 
cilities, and (3) clarification of ideas 
about “cheap hydro power” now obscured 
by misleading cost allocations in multi- 
purpose projects and by hidden subsidies 
due to tax-free financing and operation. 
While the issue has many facets and 
there are innumerable plans and prob- 
lems in different sections of the country, 
a brief reéxamination of the over-all 
situation from the investor’s viewpoint 
may be of value, because of its importance 
in relation to private utilities’ finance pro- 
grams, and the effects on investors’ con- 
fidence. First let us take a look at the 
major issues and later at the geographical 


picture. 

The Huge Federal Program—Is 
l e It Needed or Practicable? Granted 
that big hydro developments such as 
TVA, Bonneville, Coulee, Niagara, etc., 
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have proved a valuable adjunct to n- 
tional defense and an aid in the refining 
of refractory light metal ores—has this 
had effect of overstimulating Federal 
hydro? Power shortages during the 
war were temporary and in some cases 
merely the imaginary product of political 
expediency. 

The Federal agencies now seem to be 
overdoing their secondary hydro pro- 
grams—proposing to produce electricity 
inefficiently in big multipurpose projects, 
or to develop many smaller hydro sites 
which may prove infeasible or uneco- 
nomical. In 1933 there were only 11 fed- 
erally financed hydro plants operating, 
and one under construction. While esti- 
mates differ, there are now said to be in 
service, under construction, or proposed 
by Federal agencies, some 625 hydro 
projects. These would have a potential 
generating capacity estimated at nearly 
46,000,000 kilowatts, compared with only 
6,000,000 kilowatts Federal power in ac- 
tual service at the end of 1949 (anda 
total of 62,000,000 kilowatts, public and 
private). 

The cost (including amounts for flood 
control, irrigation, etc.) has been esti- 
mated at some $35-$40 billion, or two to 
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three times the present plant investment 
of all the private utilities. Annual govern- 
ment expenditures for Federal power and 
water research projects are now ap- 
proaching the billion dollar level, com- 
pared with only $56,000,000 in 1932 
(when such expenditures would have 
been far more worth while from the view- 
point of providing employment). 

Can all of these projects be economi- 
cally justified, taking into account the 
need for stand-by steam facilities in many 
cases? Is there an adequate market in 
each case, which can’t be better supplied 
by a private utility company in the area? 
Certainly the best of the big sites, suitable 
for metal working facilities, have been 
pretty well exploited, with the exception 
of Niagara river. It is even a fair ques- 
tion to ask whether much of this new 
planning has been done on the theory 
that any and all hydro plants are politi- 
cally desirable, regardless of cost and 
efficiency, because they will expand the 
Federal government-s, sphere of activity. 























ricity Must Private Utilities Relinquish 
Jects, e Hydro Rights? Where private 
sites @ utilities already are planning to build 
n€co- @ hydro developments, under FPC license, 
| fed- Bis it proper for other Federal agencies 
ting, H to try to have these projects disapproved 
heed or postponed, on the plea that the Fed- 





eral government may wish to do the job 
at some later date? Two cases are cur- 







ydro rently in the record. 

ntial = Virginia Electric & Power Company 
carly B wants to construct a hydro plant at 
only # Roanoke Rapids, North Carolina, and 





sometime ago an FPC examiner ap- 
proved the application. However, the In- 
terior Department claims that the whole 
Roanoke valley watershed has been ear- 
marked for Federal development under 
broad plans drawn up by Army Engi- 
neers. Pacific Gas and Electric Company 
was authorized by the FPC last Novem- 
ber to build three hydro plants on Kings 
river in California. Here again the In- 
terior Department has stepped in, de- 
manding that proceedings be reopened 
because this river is embraced in the big 
Central Valley project. Considering re- 
cent appointments to the FPC, it seems 
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possible that political considerations may 
influence the final decision. As The Wall 
Street Journal states, “it is the clear duty 
of Congress to declare the national policy 
in this field.” 


Must Federal Hydro Projects Be 
e Supported by Steam Plants? Un- 
til recently, there was no suggestion that 
the Federal government should build 
steam plants. This would greatly increase 
the Federal costs where hydro power is 
seasonal or erratic as might be the case 
with much of the proposed big program. 
This issue has been widely debated in 
connection with the demands of TVA for 
$100,000,000 for steam facilities. At 
present most hydro projects, both public 
and private, pool their power through 
wide interconnections with a vast amount 
of regular and stand-by steam power. The 
private utilities are now increasing their 
proportion of reserve capacity to around 
15-20 per cent—one large company now 
has about 50 per cent margin. Wartime 
experience proved the tremendous bene- 
fits obtainable from linking up power fa- 
cilities over a large area, with a central 
load dispatching system. The govern- 
ment, by building steam plants on a wide 
scale, would considerably increase the 
over-all margin of unused capacity, and 
make it difficult for the private utilities 
to plan and finance their programs. 


Should the Federal Government 

e Ignore Expansion Plans of Private 
Utilities? There should be a closer co- 
Srdination of public and private long- 
range plans for power development. In 
general, it seems to be the practice of 
Federal planning agencies to ignore any 
long-range private plans and to assume 
that private plants as they become ob- 
solete will not be replaced. 

For example, a chart prepared in con- 
nection with estimates of future power 
requirements in the Missouri valley ter- 
ritory assumed a rapid decline in existing 
facilities as they become worn out in 
future years. Yet Union Electric of Mis- 
souri, the largest private utility in this 
area, has for several years publicized its 
intentions to spend about $400,000,000 
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in a broad, long-range program of power 
development—which plan would seem to 
be ignored in the chart. Similarly, it has 
been assumed that in New England 
private generating capacity will be al- 
lowed to deteriorate. YY 


5 How Does the REA Loan Policy 
e Fit into This Picture? The big 
fight over TVA in the 1930’s was whether 
the authority should compete with private 
utilities in the retailing of power, by 
building a parallel network of transmis- 
sion lines. After being dormant for many 
years the issue has now been revived in 
the Carolinas. The REA in Washington 
has approved a loan of about $7,600,000 
to the Central Electric Power Codpera- 
tive, a holding company for some 14 
local co-ops in South Carolina, for the 
construction of transmission lines which 
will parallel those of the South Carolina 
Electric & Gas Company. The Santee- 
Cooper project, a federally financed hy- 
droelectric enterprise operated by the 
state, has agreed to supply power and 
maintain the system. Thus three kinds of 
public power agencies are in league 
against a private utility. 

It has long been the established statu- 
tory policy for Federal power projects to 
give preference to REA co-ops, munici- 
palities, etc., in the distribution of hydro 
power. Of course, this may not be true 
with respect to some of the older con- 
tractual arrangements. But there is no 
doubt that this policy is being practiced 
at the newer projects with resulting detri- 
ment to the private utilities in the area. 
The tendency of Federal projects to favor 
public distributors and retailers will up- 
set this system. If private companies 
should refuse to sell power to co-ops on a 
reasonable basis, the government would 
have a good case against them, but the 
utilities are usually willing to codperate 
on a reasonable profit basis. 


Should Government Bookkeeping 

e Be Revised? TVA accounting has 
been repeatedly attacked because of the 
diversion of much of the cost overhead 
to other activities, thus increasing the 
apparent profit from production of elec- 
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tricity. Even the U. S. Comptroller Gen- 
eral has criticized this accounting. TVA 
charges for interest on funds borrowed 
from the U. S. Treasury have been ques- 
tioned. Why should not Congress au- 
thorize the Comptroller General to lay 
down exact rules for public power proj- 
ects, with respect to allocation of ex- 
penses between various functions? 
7 The Issue over Taxes is perhaps the 
e most vital of all. It is quite apparent 
to all students, but not always to the pub- 
lic, that the 3-pronged tax advantage en- 
joyed by public power—(1) borrowing 
100 per cent instead of 50 per cent of 
funds, (2) obtaining low money rates be- 
cause interest is tax free, and (3) avoid- 
ing payment of Federal income taxes— 
gives them a great advantage over the 
private utilities with respect to the cost 
of generating power. Whether or not 
these tax advantages can be modified by 
congressional action seems problemati- 
cal. At any rate government propaganda 
for public power should be required to 
make full allowance for the three advan- 
tages, in comparing rates and earnings 
of public versus private projects. 


rN to the issue by regional area setup, 
we find the following : 

New England—Electric rates\in this 
area must be based upon the greater cost 
of transporting coal and oil, plus heavy 
transmission lines to withstand climatic 
rigors, and high property taxes and labor 
costs. While production and tax costs 
are 5-10 cents higher than in the South- 
east, the selling price of electricity is only 
3-10 cents higher. As an author in this 
magazine recently demonstrated,! nobody 
has yet been able to prove that high 
electric costs have caused industries to 
leave New England; except for special 
metallurgical plants, power costs are 
secondary to such factors as taxes, 
freight, labor, etc. 

Recent Federal propaganda has urged 
the need of developing all possible 





1“What Makes Industry Change Its Ad- 
dress?” By J. A. Whitlow. Pusric Utities 
FortTNIGHTLY, July 6, 1950. 
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hydro power in New England by public 
agencies. But Maine, with about half the 
power resources in New England, does 
not permit exporting any power. The ex- 
perience of private New England com- 
panies with their hydro plants in recent 
years has demonstrated the necessity of 
having substantial steam stand-by facili- 
ties. The FPC contends that 3,000,000 
kilowatts of hydro power are available, 
but the New England Council puts the 
figure at only 500,000 kilowatts. While it 
is not clear why the figures vary so 
widely, it is suspected that the FPC figure 
could only be attained by building huge 
dams of tremendous height. Because 
there is so much flat terrain, critics say 
this would mean flooding a great number 
of sizable communities. It is also said that 
New England (without Federal help) 
has actually developed its water power to 
a greater degree than any other section 
of the country, excepting Washington, 
Tennessee, and New York. 

There has also been talk of reviving 
the Passamaquoddy tidal project, on 
which the government spent $7,000,000 
(including model villages) before the 
project was abandoned in 1936. The 
FPC, however, has decided that this 
would be impracticable. 


IAGARA PowER—While it is doubt- 

ful whether the Senate will ratify 

the proposed treaty with Canada at this 
session, it appears likely that it will 
eventually be approved. A 3-way fight 
has developed as to whether a Federal 
agency, the New York Power Authority, 
or Niagara Mohawk Power Company 
shall build the hydro plants. Bills for the 
construction of a $300,000,000 public 
power development at Niagara Falls, 
with New York state as the ultimate 
owner and operator, were introduced by 
Senator Lehman and Representative 
Roosevelt on May 3rd, and the question 
is also before the FPC. But Niagara Mo- 
hawk Power Corporation now owns sub- 
stantially all the practicable sites on the 
American side of the Niagara river. The 
company favors ratification of the treaty 
and expects to ask the FPC to grant it a 
license to develop and operate all the 
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available power sites. With the plant in 
operation, the company would pay about 
$23,000,000 a year in taxes. 


an anne seems to be con- 
siderable difference of opinion in the 
northern and southern segments of this 
area. In the Virginias and Carolinas 
quite a fight has developed recently be- 
tween Washington and the private utili- 
ties, while in Georgia and other southern 
territory relations are much more har- 
monious. President Spurr of Monon- 
gahela Power Company in West Virginia 
claims that the Federal government is 
welding a public power chain that threat- 
ens to choke off more than twenty large 
utility companies in an 18-state area in 
the South. The Southeastern Power Au- 
thority was created last year, with an 
initial grant of only $70,000. At the Jan- 
uary, 1950, hearings a government ex- 
pert estimated that annual revenues 
would reach $10,000,000 by 1954, while 
operating expenses would be around 
$250,000. SEPA theoretically covers 11 
states from Maryland to Florida, reach- 
ing to the border of TVA, which in turn 
links up the Southwestern Power Au- 
thority (SWPA) in seven states. 

Another development in this area was 
the recent loan by the REA in Washing- 
ton, to permit co-ops to build a transmis- 
sion line. President S. C. McMeekin of 
South Carolina Electric & Gas Company 
has been building a public opinion fire 
under this, with full-page advertisements 
for some time. 

In one of these ads, he stated: 


Specifically, more than 800 miles of 
existing transmission lines of the sys- 
tem which my company operates are 
about to be duplicated. The result may 
well be to force us out of business. . . . 
In the territory in which my company 
operates, all the areas where REA pro- 
poses to build these lines now have full 
service at low cost. . . . Furthermore, 
the rates which we now charge co-ops 
using our power are 10 per cent lower 
than they would have to pay for elec- 
tricity on the proposed new lines. . . . 
We can’t get any government official 
to heed our story. 
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own in Georgia, however, C. B. Mc- 
Manus, president of Georgia Power 
Company and the parent Southern Com- 
pany, seems to get along with the public 
power agencies. The system has codp- 
erated with TVA in the interchange of 
power, since the historic fight between 
TVA and Wendell Willkie was settled. 
Mr. McManus was recently quoted as 
stating, “if a utility company can’t build 
these power projects, let the government 
do so, and we'll buy all the electricity.” 
Georgia Power is either buying or pro- 
poses to buy the 86,000-kilowatt hydro 
output at Buford, 108,000 kilowatts from 
Allatoona dam, 280,000 kilowatts at 
Clark’s Hill dam, and 30,000 kilowatts at 
the Jim Woodruff dam. Some of this 
power is bought from the government for 
6.5 mills and resold to REA co-ops at 6.8 
mills. As far back as 1936, Georgia Power 
admitted that it could not build all the 
rural lines needed in the state and, accord- 
ingly, that it would help the REA to 
extend service; the company has even 
helped local groups to organize and apply 
for REA loans. 


HE SOUTH WEST—In so-called south- 

western territory there is also some 
difference of opinion among utility ex- 
ecutives. Some of them are greatly con- 
cerned over the efforts of SWPA to 
obtain special funds from Congress for 
encroachments in the transmission and 
wholesaling of power. The following is 
summarized from a recent talk by Presi- 
dent Frank Wilkes of Southwestern Gas 
& Electric, who has been active in the ne- 
gotiations with SWPA: ; 

A large part of the area served by the 
company and adjoining utilities is char- 
acterized by periodical heavy rainfall and 
“flash floods” which necessitate Federal 
flood control. Studies by Army Engineers 
stressed the need to conserve costs in such 
a program by building multipurpose dams 
throughout the area. In their reports, the 
Engineers suggested contracts between 
the Power Administration and the pri- 
vate utilities, naming these companies 
specifically. The problem of making con- 
tracts for power distribution was turned 
over to the Interior Department which 
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has been consistently critical of the indus- 
try point of view. The department pro- 
posed to use the numerous REA’s in this 
area as the basis for building stand-by 
steam plants and extensive transmission 
facilities, so as to permit the REA’s to 
compete with the private utilities in the 
retailing of power. 

Two Oklahoma companies started 
negotiations in December, and seven 
other companies in January. However, 
Mr. Wilkes was dubious as to whether, 
unless forced by Congress, the Interior 
Department would sign any contracts, be- 
cause of the political angle. After much 
wrangling some contracts were nearing 
agreement early in July. 

President “Ham” Moses of Arkansas 
Power & Light recently took a more 
favorable view of SWPA, claiming that 
it benefited the entire economy in the 
area, including the private utilities as 
members of the Southwest power pool. 
While a number of local rural codpera- 
tives have been approached for contracts 
to buy power directly from SWPA, Mr. 
Moses and other private power officials 
have pointed out to the co-ops that they 
can buy just as cheaply from the private 
utilities, that all SWPA power is pooled 
anyway, and that it is unnecessary to 
duplicate existing transmission lines. 
Latest reports indicate that, under pres- 
sure of the international crisis, Congress 
will force the Interior Department to get 
together with the private power compa- 
nies on contracts for the distribution of 
SWPA power, which will ease the situa- 
tion. 


Me VALLEY—The over-all cost 
of the huge project in the Missouri 
river basin, as now loosely planned, has 
been estimated at about $8.5 billion Fed- 
eral funds and $5 billion in private money. 
The administration wants a big author- 
ity set up to run the whole job. Flood- 
control needs in this area should be con- 
sidered paramount, and care should be 
taken to prevent power from becoming 
the dominant factor, since projects for 
flood control are apt on diametrically 
opposed to power efficiency, with respect 
to location and size of dams, etc. As stated 
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above, the private utilities in this area 
have not been lagging in their plans to 
maintain an ample supply of power. To 
build vast Federal hydro projects under 
the guise of irrigation and flood-control 
needs, and on the assumption that pri- 
vate utilities will quit building, would 
clearly be unwarranted and tremendously 
wasteful. Moreover, the rights of the 
states to control water for domestic, sani- 
tation, and sewerage needs should not be 
encroached upon. The Missouri Basin 
Inter-Agency Committee, a voluntary 
group, is seeking to codrdinate the work 
of five Federal agencies and the various 
state agencies. It is perhaps doing a good 
job in this respect, but the program is 
not geared closely enough to the plans 
of the private utilities. 

The Interior Department Appropria- 
tion Bill for 1951 provides about $4.3 
billion for immediate MVA development, 
of which $600,000,000 would be for power 
and the balance for flood control, naviga- 
tion, irrigation, etc. Of this the cost allo- 
cated to irrigation, to be returned from 
power revenues, would be about $2 bil- 
lion. The actual cost of power produced 
at the flood-control dams is expected to 
be 24 mills per kilowatt hour, but it will 
be sold at 5 mills to subsidize irrigation, 
it was reported. 


to NortHwest—The Northwest is 
rapidly becoming the most important 
hydro area, surpassing TVA, with the 
huge developments at Bonneville, Grand 
Coulee, Fort Peck, Hungry Horse, etc. 
Grand Coulee, originally proposed under 
the Hoover régime, has been under de- 
velopment since 1933 and now produces 
over 1,400,000 kilowatts. By 1952 the big 
overflow will be used for irrigation with- 
out sacrificing electric output. 

The Northwest has reportedly become 
the headquarters for light metal produc- 
tion. Fourteen electro-process indus- 
tries have moved into the region, and 
16 more have bought factory sites and 
are awaiting power facilities. Govern- 
ment engineers have spotted 257 more 
hydro dam sites on the Columbia and 
its tributaries ; 21 have some kind of au- 
thorization and 7 are under construction. 
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Twenty different government agencies 
have had a hand in this program and sev- 
eral of them are in competition with each 
other (the Bureau of Reclamation, the 
Army Engineers, and Bonneville). The 
Bonneville-Grand Coulee grid is being 
expanded to include such private utilities 
as Montana Power, California~Oregon 
Power. By the end of 1955 about 2,000,- 
000 kilowatts of hydro power may be 
added to the present 2,000,000. 

President Truman, in his talk at Grand 
Coulee, called for “new efforts to combat 
the private power lobby and other people 
who have selfish interests against devel- 
opments such as the MVA and CVA.” 
The proposed huge Columbia Valley Au- 
thority would supervise and administer 
the $6-$8 billion program in the North- 
west. Because of the wide overlapping 
and duplication of effort among the many 
agencies now involved, some codrdinat- 
ing organization appears desirable. But 
the vast powers assigned to CVA under 
bills presented to Congress, including the 
complete subordination of local political 
rights, make it necessary to devise new 
proposals which are less arbitrary. Most 
of the private utilities already are pretty 
well integrated with public power through 
a power pool. Dismemberment of the 
Puget Sound Power & Light system is 
already in sight. 


ALIFORNIA — There have long been 
differences between Pacific Gas and 
Electric Company, biggest western util- 
ity, and the Interior Department over 
Hetch Hetchy and Central Valley, details 
of which can be studied in prospectuses 
on security offerings. Pacific Gas, despite 
political charges of a wartime power 
shortage which was aggravated by bad 
water conditions, has under way the larg- 
est construction program of any United 
States utility. This includes a considerable 
amount of hydro power; the 200,000- 
kilowatt Feather river project was re- 
cently dedicated. In the meantime the 
Federal government has been busy with 
the development of the big Central Val- 
ley project and other hydro plans. The 
Shasta multipurpose dam, at the north- 
ern end of the Central Valley, was re- 
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cently dedicated; Shasta and Keswick 
dams will generate 450,000 kilowatts, and 
Congress is being asked for funds to build 
another 113,000 kilowatts. 

William E. Warne, Assistant Secretary 
of the Interior, has attacked private in- 
dustry opposition to construction of Fed- 


eral transmission lines, steam plants, and 
other facilities. Another source of friction 
is the Interior Department’s attempt to 
claim jurisdiction (before the FPC) over 
certain hydro sites which the company 
has actively planned to develop. FPC wil! 
doubtless settle this soon. 











FINANCIAL DATA ON DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 
6/27/50 Indicated Share Earnings Price- % of Eo. 
Price Dividend Approx. Cur. Prev. % In Earn. For Com. 
About Rate teld Period Period crease Ratio Stock 
Revenues $50,000,000 or over : 
S American Gas & Elec. ..... 50 $3.00 6.0% $4.22a $4.08 3% 118 — 
B_ Boston Edison ............ 48 2.80 5.8 295m 2.78 6 163 11% 
S Central & South re 14 .90 6.4 145m 1.27 14 97 — 
S Cincinnati G. & E. ........ 32 1.80 5.6 2.82m 2.49 13 113 14 
S Cleveland Elec, Illum..... 45 2.40 5.3 3.12m 2.55 22 144 12 
S Commonwealth Edison .... 31 1.60 5.2 2.03a -- — 153 12 
S Consol. Edisonof N.Y..... 30 1.60 5.3 2.47m 2.04 21 121 7 
S Consol. Gas of Balt. ...... 27 1.40 5.2 175m 1.48 18 15.4 10 
S Consumers Power ........ 34 2.00 5.9 280my 2.24 25 121 13 
S Detroit Edison ........... 24 1.20 5.0 196my 157 25 122 10 
Ci SUE POE 6 once cacccsvcc 98 4.00 4.1 879m 659 33 11.1 15 
S General Pub. Util. ........ 16 1.00 6.3 2.07m 1.61 29 77 — 
S - Middle South Util. ........ 17 1.10 6.5 163my — — 104 — 
S New England El. System.. 12 80 6.7 130d 98 32 92 — 
S Niagara Mohawk Power... 22 1.40 6.4 208m 167 25 106 — 
S North American .......... 19 1.20 6.3 1.40m —- — 136 — 
S Northern States Power.... 11 .70 6.4 1.05m 82 2 105 15 
S Ohio Bison ..s.ccceccoses 33 2.00 6.1 3.12my 2.81 11 106 15 
SS Gees Ge. OT oi cecccces 33 2.00 6.1 $#2.19m 1.64 34 15.1 8 
S Penn Power & Light ...... 25 1.60 6.4 2.44a 1.96 24 102 10 
S Philadelphia Elec. ........ 25 1.20 48 201m 1.70 18 124 13 
S_ Pub. Serv. E. &G. ........ 24 1.60 6.7 225d 2.13 i. 2 
S_ So. Calif. Edison .......... 34 2.00 5.9 3.19m 2.05 56 107 13 
he ID, io staseéoes 11 80 7.3 12lmy .95 2 O81 O— 
O Texas Utilities ............ 24 1.28 5.3 223my 176 27 108 — 
S Virginia Elec. & Power... 20 1.20 6.0 1.64my 1.10 ® it 
S West Penn Elec. ......... 25 1.80 7.2 3.12m 3.33 D6 80 — 
S Wisconsin Elec. Pr. ...... 20 1.20 6.0 173m 1.49 146 116 9 
RR odd creates 5.9% 11.6 
Revenues $25-$50,000,000 
S Carolina P. & L. ......... 31 $2.00 6.5% $3.06my $2.48 23% 10.1 14% 
©. Comteet Ti ©... S. cncccesee 16 1.20 7.5 1.57m 1.47 10.2 15 
O Connecticut L. & P. ...... 62 3.00 48 3.77my 3.62 4 164 13 
Be ee RB RRR ES 32 2.00 6.3 261m 206 27 123 15 
S Prete FeO ly jocks. cee 20 1.20 6.0 222m 1.98 12 90 13 
S Gulf States Util. ........ 22 1.20 5.5 1.744 1.51 15 126 19 
S, Reometen: h. &.P, -ccccices 54 2.20 4.1 3.9%my — — 136 18 
S Indianapolis P.& L. ...... 32 1.60 5.0 278m 3.01 D8 115 14 
S Illinois te Be ats lave 39 2.20 5.6 3.09my 2.95 S$ se: 
O Kansas City P.& L....... 27 1.60 5.9 2.04my 1.93 6 Wz: %3 
C Long Island Lighting ..... 13WD_ .80Est. 6.2 lism 103 12 13 — 
S Louisville G. & E. air oak tated 35 1.80 5.1 3.10m 2.90 7) te 
O New EnglandG. & E...... 14 93 6.6 1.45my 1.21 20 9F — 
O New Orleans Pub. Ser. ... 37 2.25 6.1 2.95 2.90 2 toe 
S N. Y. State E.&G....... 27 1.70 6.3 2.13my 1.86 pL IED I 
O Northern Ind. P. S. ...... 19 1.40 74 205my 1.70 21 93 12 
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: 6/27/50 Indicated 
(Continued) Price Dividend 
S Potomac Elec. Power ..... 15 90 
S Pub. Serv. of Colo. ...... 27 1.40 
S Pub. Serv. of Ind. ....... 28 1.80 
O Puget Sound P.& L. ..... 16 80 
O Rochester G. & E. ........ 34 2.24 
O Toledo Edison ........... 104 70 
O West Penn Power ....... 32 1.80 

Averages .ccccecoes cece 
Revenues $10-$25,000,000 
S Atlantic City Elec. ........ 20 ~=$1.20 
S Birmingham Elec. ......... 16 — 
C California Elec. Pr. ....... 8 .60 
O Calif. Oregon Power ..... 23 1.60 
O Central Ariz, L,& P...... 12 80 
S Central HudsonG. & E. ... 10 9 
O Central Ill. E. & G. ...... 21 1.30 
S Central Illinois Lt. ........ 35 2.20 
O Central Maine Power ..... 17 1.20 
S Columbus & S. Ohio El... 21 1,40 
O Connecticut Power ....... 35 2.25 
S Delaware P. & L. ........ 23 1.20 
S Florida Power Corp. ..... 17 1.20 
C Hartford Elec. Light ..... 52 2.75 
S Te Pee Srcascewsecc 36 1.80 
O Interstate Power ......... 8 60 
O Iowa ElectricL.& P....... 13 .90 
O Iowa Pub. Serv. ......... 21 1.20 
C Iowa-Illinois G. & E. ..... 27WD 1.80 
C Iowa Power & Light ...... 21WD 1.40 
O Kansas Gas & Elec, ....... 32 2.00 
S Kansas Power & Light .... 17 1.12 
O Kentucky Utilities ........ 14 80 
S Minnesota P. & L, ....... Kit) 2.20 
S Montana Power .:........ 23 1.40 
C Mountain States Power... 32 2.50 
O Oklahoma G. & E. ....... 42 2.50 
O Otter Tail Power ........ 20 1.50 
O Portland Gen. Elec. ....... 26 1.80 
O Pub. Ser. of N. H....:... 25 1.80 
O San Diego G. & E. ....... 14 80 
S Scranton Elec. .....cce0s. 14 1.00 
S So. Carolina E. & G. ..... 9 60 
O Southwestern Pub. Serv... 33 2.20 
C Tampa Electric ......... 35 2.00 
te eee 43 2.25 
C Utah Power & Light ...... 25 1.80 
O Western Mass. Cos. ...... 33 2.00 
O Wisconsin P, & L, ....... 17 1,12 

ADT 6 icc cineh cvogda 
Revenues $5-$10,000,000 
O Central Vermont P. S. .... 10 $ 68 
C Community Pub. Ser. ..... 15 90 
O El Paso Electric ......... 35 2.00 
S_ Enmpire Dist. Elec. ......... 19 1.24 
O Gulf Public Service ...... 12 80 
O Iowa Southern Util. ...... 17 1,20 
O Lawrence G. & E. ....... dé. ae 2.85 
eee na: eS 3 a rarsy 5.00 
O Madison Gas & Elec. ...... 29 1.60 
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(Continued) 6/27/50 Indicated e 2 Shere Bominge r Price- van 
rice TOs. ur. 5 bd arn. 
ances About Rate ea Period Period crease Ratio Stock 
O Northwestern P. S. ....... 10 80 8.0 130m 1.30 —_— 7.7 9 
C Penn Water & Power.... 34 2.00 5.9 2.12d 480 D56 160 13 
O Public Ser. of New Mexico 17 1.00 5.9 144m 151 D5 118 14 
O Rockland L. & P. ........ 9 60 6.7 63m 64¢«=é— «3«3«2143~«3 
C St. Joseph Light & Pr. ... 24WD 1.50 6.3 eS ee ES ee ~ a eee 
S Southern Ind.G,& E,.... 22 1.50 68 215my 216 — 102 15 
O Tide Water Power ...... 9 60 6.7 105my 83 28 86 9 
O Western Lt. & Tel. ...... 26 2.00 77 2.24m 2.20 s ts. 2 
PIS oh attic dceccecs 6.6% 11.5 
Revenues under $5,000,000 
O Arizona Edison .......... 19 $1.20 6.3% $1.97m $1.98 — 96 10% 
O Arkansas Missouri P..... 13 1.00 7.7 189m 210 D10% 69 10 
O Bangor Hydro Elec. ..... 28 1.60 5.7 2.66d 2,39 . os an 
O Beverley G. & E. ......... 44 2.75 6.3 ) at ae ee eee 
O Black Hills P. & L. ...... 18 1.28 7.1 196a 1.55 26 92 14 
O Calif, Pacific Util. ....... 33 2.40 7.3 43la 3.85 12 SR 
O Central Louisiana El. ..... 34 1.80 5.3 391m 3.44 — ar - ae 
O Central Ohio L.& P....... 33 1.80 5.5 283m 234 21 U7 Iii 
O Citizens Utilities ......... 13 70&Stk.5.4 196m 1.76 11 66 13 
O Colorado Central P. ..... 31 1.80 5.8 256m 2.03 26 121 13 
O Concord Electric ......... 37 2.40 6.5 257d 2.17 18 144 12 
seer, BB, i csi cccccccs 21 1.40 6.7 192d 1.19 61 109 10 
O Fall River Elec. Lt. ....... 62 3.60 5.8 426d 3.55 20 146 20 
O Fitchburg G. & E, ........ 46 2.75 6.0 2.78d 2.68 4; ts. Be 
O Frontier Power ........... 4 40 10.0 84d 114 D26 48 10 
O Haverhill Elec. ........... 3.00 8.3 280d 110 155 129 Ill 
O Lake Superior Dist. P..... 25 1.60 6.4 3.1lm 1.03 202 80 13 
O - Lowell Elec. Lt. ....-00-- 44 3.40 7.7 335d 236 42 13.1 10 
C Maine Public Service ..... 13 1.00 7.7 1.5la 1.35 12 86 13 
O Michigan Gas & Elec. ..... 24 1.60 6.7 219m 182 20 110 10 
O Michigan Public Ser. ...... 13 90 6.9 1.40m 98 43 93 11 
O Missouri Edison .......... 9 70 78 1.15m 87 32 78 9 
C (Missouri Public Ser. 42 2.40 5.7 440d 3.92 12 95 14 
O Missouri Utilities ... 15 1.00 6.7 180m 1.55 7 -me ie 
O Newport Electric ... 28 1.80 6.4 3.04my 2.45 ye ae 
O Sierra Pac. Power........ 23 1.60 7.0 2.18a 2.05 6 106 ii 
O Southern Colo. Pr. ....... 9 70 78 88m 86 2. M2 7 
O Southwestern El. Ser. ..... 12 80 6.7 1.38my 1.36 1 87 14 
O Tucson Gas, E.L.& P.... 22 1.40 6.4 2.23m 2.06 ee Be 
O Upper Peninsula Power ... 14 1.20 8.6 159m 109 46 88 8 
ee 6.8% 10.1 
Averages, five groups .. 6.4% 11.2 
Canadian Companies** 
C Brazilian Trac. LL. & P.... 21 $2.00 9.5% $3.85d $3.69 4% 55 — 
C Gatineau Power .......... 17 1.20 7.1 143d =-:1.26 133 119 — 
C Quebec Power .....ccccese 19 1.00 5.3 114d $121 D6 14.7 — 
C Shawinigan Power ....... 25 1.20 4.8 143d 158 D9 175 — 
C Winnipeg Electric ........ 35 1.50 4.3 2.53d 1.81 40 138 — 





d—December. j—January. f—February. m—March. a—April. my—May. B—Boston Ex- 
change. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange, E—Estimated. WD-—-When delivered. *All twelve months’ earnings comparisons 
have been adjusted to reflect in both periods the present number of shares outstanding. If 
additional common shares are offered, all earnings are adjusted to give effect to the offering. 
**While these stocks are listed on the Curb, Canadian prices are used. +Does not fully reflect 
$4,000,000 gas rate increase effective November 28, 1949, or electric rate increase of $8,800,000 
Hon f gtmmeame Earnings on average shares outstanding, $2.63; price-earnings ratio on this 

is 12.5, 
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arry A. WINNE, vice president, 
General Electric Company, recent- 
ly gave a Rotary meeting in Detroit a 
down-to-earth explanation of atomic en- 
ergy applications at the present time. His 
remarks in the main covered possible 
uses of atomic energy in power develop- 
ment, but also gave a well-rounded pic- 
ture of other present-time applications 
which would be of universal benefit. 

Winne began his discussion of these 
uses by implying to his audience that the 
theory of atomic energy was not al- 
together too astounding when it is com- 
pared with everyday energy reactions. 
He noted that some writers and speakers 
implied that atomic energy will provide 
free electric power, release us from toil, 
and cure all ills. Others have stressed it 
as being a force for evil, released to the 
human race, too immature to know how 
to handle it. 

Winne stated that neither of these ex- 
tremes is realistic. 

The speaker then cited the fact that we 
do not need to be scientists in order to 
understand how to use, control, and pro- 
tect ourselves against fire—yet the com- 
plicated chemical reactions which take 
place in the burning of coal or wood are 
not easily grasped by the layman. Winne 
carried this coal-burning example into 
an explanation of the release of energy in 
atomic fission. He stated that since it has 
been proved that matter, or mass, can be 
converted into energy, when we burn 
coal (a combining of the coal with the 
oxygen in the air) we convert “an in- 
finitesimal part” of the mass of coal and 
air into heat; namely, one ten-billionth 
of the mass. 

In an atomic reaction, on the other 
hand, a much larger portion of the mass 
is converted to energy—about one one- 
thousandth. This is possible only because 
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it has been found that uranium is suscep- 
tible to a process known as chain-reacting 
atomic, or nuclear, fission. 


HE speaker further emphasized his 

point with this interesting compari- 
son: If we split all the atoms in a pound 
of uranium-235, we can release as much 
heat as if we would burn about 2,500,000 
pounds of coal. 

Winne then went on to show the dif- 
ference between the two reactions—atom 
splitting and coal combustion. In the 
combustion of coal we get energy by com- 
bining atoms of carbon with atoms of 
oxygen. In atomic fission the reaction is 
one of breaking an atom into two parts 
with an accompanying release of energy, 
which appears as heat. Both of the re- 
actions are chain reactions. 

Some of the important differences be- 
tween combustion and fission are as fol- 
lows: In combustion, some of the heat 
released must be used to keep the chain 
reaction going. As an example one burn- 
ing lump of coal heats some other lumps 
to a temperature to which they will com- 
bine with oxygen and release more heat, 
and so on. In a fission chain reaction the 
heat released is a by-product and is not 
necessary to a continuation of the process. 
The agent here consists of the tiny small- 
er-than-atom particles known as neu- 
trons, which can cause atoms to split and 
new ones released from splitting atoms 
which go to perform the same splitting 
operation. Thus the chain reaction. It is 
again emphasized that the heat released 
is a by-product and not necessary to the 
continuation of the reaction. 

The GE executive told his audience 
that this was an oversimplification of the 
process but fundamentally described the 
basic reaction. He then went on to in- 
form his listeners that this simple-sound- 
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ing process occurs only under very, very 
special conditions : 

1. To begin with, there is only one 
element occurring in nature, uranium, 
which will sustain this kind of chain 
reaction. 

2. More than that, only one particu- 
lar type of that element, a type which 
constitutes only one-one hundred 
fortieth part of all natural uranium is 
usable in this way. 

3. This chain reaction will take 
place with this element only under 
carefully controlled conditions, with 
the right amount of uranium arranged 
in peculiar assembly. This assembly 
is termed an atomic pile, or a nuclear 
reactor. 


| fee then went on to describe this 
peculiar assembly or atomic pile. 
Since during the reaction deadly radia- 
tions are given off, it is necessary to put a 
protective shield around the pile, to make 
the pile safe for operating personnel. 
This shield must be of heavy material, 
perhaps concrete, and several feet thick. 
The reaction can be controlled. This is 
done by shoving into the pile rods or 
strips of material which the little neutrons 
like better than uranium, but which will 
not take part in the chain reaction. The 
net result is a slowing down of the rate 
of consumption of nuclear energy and 
consequently the amount of heat gen- 
erated in the pile. 

The scientist simplified the complex- 
sounding discussion of the atomic pile in 
operation by telling the audience that a 
description of a coal-burning furnace, if 
we knew nothing about fire, would prob- 
ably sound equally complex. You would 
have to explain that only certain special 
materials would burn and that even these 
would not burn unless you arranged the 
pieces in a certain way, providing for the 
continuous supply of oxygen, and heated 
them to the requisite temperature. You 
would have to further explain that fire 
gives off heat radiation which would be 
dangerous to personnel and which must 
be surrounded by a shield of brick and 
iron. 
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This shield material must be such 
as would have ample strength even when 
exposed to the heating radiation. You 
would also note that fire can be controlled 
by adjusting the supply of oxygen. Win- 
ne then observed that if the wonders and 
dangers of fire had burst upon our adult 
consciousness as suddenly as atomic en- 
ergy, we would have been just as startled 
and confused as we were by the advent 
of atomic energy. 

The speaker then explained that al- 
though a rare type of uranium is the only 
material found in nature that will support 
a chain reaction in an atomic pile, under 
suitable conditions the more abundant 
type of uranium can be converted to the 
artificial element of plutonium, a nuclear 
fuel which is being produced in Hanford, 
Washington. It is also possible to con- 
vert the still more abundant element tho- 
rium to an artificial element, uranium- 
233, which is fissionable. 


GAIN the speaker stressed that this 
conversion of unreactive material 
to atomic fuel is truly amazing, but noted 
that much ordinary illuminating gas has 
been made by feeding steam through a 
bed of white hot coke. The gas-making 
process is not a conversion of atoms, but 
rather of molecules. It is probably 
equally strange and startling to one who 
has never heard of it. The speaker also 
mentioned another phenomenon of atomic 
radiation ; namely, that of converting an 
ordinary element such as carbon (non- 
radioactive) to a so-called radioactive 
isotope of carbon. Even gold could be 
produced but the raw material must be 
platinum “so we haven’t quite achieved 
the goal of the alchemists.” 

He stated that atomic power plants as 
he visualizes it would do nothing more or 
less than replace the fuel-fired steam boil- 
er. No direct conversion to electricity 
seems fasible, therefore the application 
of heat released by the atomic reaction to 
existing generating units seems to be the 
most practical application. One way of 
utilizing this heat would be to pump a 
liquid or gas through the pile and then 
through a kind of steam boiler which 
would generate steam which would then 
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“WHEN YOU OFFERED TO PUT MY NAME IN LIGHTS, I THOUGHT YOU 
WERE A MOVIE PRODUCER!” 


higher than those of the fuel-fired plant 
under normal conditions. In time the 
costs of nuclear fuel may be competitive 
with coal or oil, but Winne noted that this 
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be used to drive a steam turbine genera- 


tor. 
As a result of this, the first costs of an 


atomic power plant would be somewhat 
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reduction would not exceed 20 or 25 per 
cent of the total price paid by the con- 
sumer for fuel-generated power—the pro- 
ortion of fuel cost to the consumer. 
rger economies may be effected in 
areas where the transportation costs on 
ordinary fuel are extremely high. Winne 
then said that it is unlikely that smaller 
atomic power plants would spring up in 
every isolated area. 

To be efficient and economical it would 
be necessary to build a plant of very 
large capacity, perhaps at least 100,000 
kilowatts, and it may require a support- 
ing chemical plant to reclaim partly used 
fuel. At the present stage of development 
scientists are not yet ready technically to 
build 100,000-kilowatt atomic power 

lants, and won’t be for quite a long time. 
inne also discussed other power appli- 
cations. Because of the heavy protective 
shield required in the operation, it would 
seem beyond realization that we would 
have atomic-powered automobiles. 


Fy oe within the weight and space 
limitation of a locomotive may be 
possible as more is learned about making 
effective shields. The speaker stated that 
probably the first specific purpose atomic 
fuel plant may be for shipboard use. This 
application is attractive because atomic- 
fueled ships could conceivably run for 
months without fueling. The prob- 
ability of atomic-powered submarines is 
of special interest to the Navy. The Air 
Force is likewise interested in atomic 
power for military aircraft but the shield 
weight limitations presently preclude an 
early probability of such an application. 

Winne then concluded his remarks on 
the power phases of atomic energy by 
stating that in his opinion it is absolutely 
impossible today to state with assurance 
what the economic efforts of the power 
applications of atomic energy may be. 
He stated that he was optimistic enough 
to believe that ultimately atomic energy 
will make electric power even more avail- 
able than it is today, and, in some areas 
at least, at lower costs. 

He noted that the time element of prac- 
tical application is still a matter of ques- 
tion. He stated that the development will 


be gradual over a long period of time— 
evolutionary rather than revolutionary— 
and in many cases atomic energy will only 
supplement, not supplant, proper sources 
of power. 


An AEC Commissioner's Views 


POKESMEN for the Atomic Energy 
Commission have admitted that it is 
not a secret that much of the commis- 
sion’s effort is devoted to the manufac- 
ture of atomic weapons. This is not a 
matter of choice but is dictated by inter- 
national policy considerations. Without 
doubt, at such future time as the ma- 
jority of the activities of the commission 
can be shifted to greater stress on peace- 
time applications, rapid strides will be 
made. AEC Commissioner Gordon 
Dean, speaking before a symposium of 
the American Medical Association at San 
Francisco, California, late in June, indi- 
cated that perhaps the greatest and most 
promising field of effort was the produc- 
tion of useful power from atomic energy 
reactors. He told the assemblage: 


The development of useful power 
from the energy in the atom’s nucleus 
is at a stage not unlike the early stage 
of development of the uses of petro- 
leum, shortly after Drake discovered 
oil in Pennsylvania more than ninety 
years ago. Oil was important then as 
a source of light and as a lubricant. 
The development of the internal com- 
bustion engine and the major improve- 
ments of the other methods of utilizing 
this fuel came a quarter of a century 
later. 


Since December of 1942 we have had 
some sort of machine, called a nuclear 
reactor for releasing nuclear energy at a 
controlled rate. Commissioner Dean 
pointed out that the problem ahead is to 
improve the design of these reactors in 
order to make use of the heat energy re- 
leased in the production of useful me- 
chanical or electrical power. He stated 
that nuclear fuel has from two to four 
million times the energy content of coal 
or oil when considered pound for pound. 
With respect to expenditures now being 
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made with an outlook to perfection of 
economical reactor, he had the following 
to say: 


Our annual operating expenditures 
for reactor development have been be- 
tween 30 to 40 million dollars, with 
the construction program under way 
totaling more than $100,000,000. 


OMMISSIONER Dean, in his address 

before this group, touched upon a 
phase in the development of useful 
peacetime applications which has often 
been neglected or hastily passed over. 
This is the question of determining the 
amount of available uranium. The 
raw materials usable in the creation of 
nuclear energy are relatively exhaustible 
when compared with other natural re- 
sources. Another question which faces 
the scientist in the development of the 
new technology, concerns the study of 
structural materials which go into re- 
actors, and especially what happens to 
these materials when they are exposed to 
the high temperature of modern reactors. 


WHAT OTHERS THINK 


Much consideration will have to be giv- 
en, according to the commissioner, to 
“the study of systems which will permit 
transfer of the heat energy developed in 
the reactor over to some: fluid or gas 
which can be used to drive turbines.” 

Proceeding into the more practical 
economic problems, those interested in 
feasible peacetime applications will have 
to consider the subject of costs, especially 
reduction of the terrific present cost of 
reactors. The commissioner commented, 
“We are making real progress toward 
solution of these problems. Daily we 
secure answers. We are optimistic for 
the peacetime uses of reactors.” 

It was this latter problem (the eco- 
nomic feasibility of atomic energy re- 
actors in the production of electric pow- 
er) which Vice President H. P. Winne 
of General Electric Company covered in 
his earlier address. The general tone of 
Winne’s remarks question whether the 
reactors will ever produce electrical en- 
ergy at a more reasonable cost to con- 
sumers than via steam, hydro, or gas 
turbine generation. 





Modern Farming Emphasis on Electricity 


NOTHER late June meeting, that of the 
American Association of Agricul- 
tural Engineers, held in Washington, 
D. C., delved into the progress of farm 
mechanization and rural electrification. 
The group was addressed by Assistant 
Secretary of Agriculture Knox T. 
Hutchinson, who devoted a great propor- 
tion of his talk to the work of the Rural 
Electrification Administration. Hutchin- 
son maintained that the extension of 
rural electrification lines in the past 
fifteen years to all but about 15 per cent 
of the farms in America has opened up a 
whole new field for agricultural engineer- 
ing. He told his audience, “I am not sure 
that you agricultural engineers have as 
yet fully realized the opportunity for 
service that has been thrown open to 
you.” He added: 


The field of electro-agriculture is 
growing so fast it is hard to keep pace 
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with the progress being made. Scien- 
tists are finding a variety of ways in 
which electric light and electric heat 
can be used productively with plants 
and animals. 


The Assistant Secretary listed, item 
by item, the number of purposes to which 
electricity might be put on the farm to re- 
lieve the farmer of work and worry and 
also to cut down his losses. Among these 
he cited the use of electricity in control- 
ling insect pests. This, he said, was being 
studied by scientists at the Agricultural 
Research Center at Beltsville, Maryland, 
working in codperation with agricultural 
experiment stations throughout the 
United States. He ended his account of 
these many uses with the following 
declaration : 


. . . the point that I really want to 
make . . . is that this research has 
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been developed and given meaning 
largely because farm people have elec- 
tricity—or are getting it as rapidly as 
possible . .. we have just made a start 
on the hundreds and hundreds of uses 
to which electricity will eventually be 
put. 


UTCHINSON cited as one of the cur- 
rent important problems for agri- 
cultural engineers the development of a 
better understanding among farm people 
of electricity and its uses. In doing so he 
disclosed the program of an REA group. 
He stated : 


In the Tennessee valley, the Ten- 
nessee Rural Electrification Codpera- 
tive Association—consisting of 22 co- 
Operatives with about 300,000 families 


as members—is aiming at an objective 
of one trained person on every farm, 
or available to every farm, who can 
meet the everyday requirements in op- 
erating electrical equipment. I am 
sure other groups of farmers are think- 
ing along the same line. Such a de- 
velopment would not only eliminate 
the need for calling servicemen when- 
ever minor troubles occur, it would 
also help improve the use of equipment. 


In closing, he stated that the Depart- 
ment of Agriculture is trying to stay 
abreast of developments in agricultural 
engineering as well as in other major sci- 
ences. “Farmers” he said, “are just as 
much interested in better standards of 
living as any other economic group.” 





Notes on Recent Publications 


Attractive booklets now herald the opening of 
new electric utility plants, many of which 
the names of prominent —— men in 
the respective organizations. urrently 
available are four such booklets. The Geor- 
gia Power Company has only recently dedi- 
cated its Plant Mitchell in honor of William 
E. Mitchell, former president of the Georgia 
Company. The booklet gives a biographical 
sketch of Mr, Mitchell. In its twenty well- 
illustrated pages, it also gives the reader an 
“inside look” at the modern new plant and 
other plants of the power company. 

The Dayton Power & Light og. has 
also issued a “Welcome” to its new O. H. 
Hutchings Station in the form of an inter- 
esting pamphlet. The plant, named after the 
former vice president and general manager, 
is located 12 miles south of the city of Day- 
ton, Ohio, on the west bank of the Great 
Miami river. Its facilities and an outline of 
the growth and development of the company 
are covered in word and picture, Illustrated 
charts showing how electric en is gen- 
erated, transmitted, and distributed are also 
made part of the publication. 4 

In the 1800’s Barbadoes Island in the 
Schuylkill river west of Norristown, Penn- 
sylvania, was a favorite recreation resort for 
the good people of the adjoining area. To- 
day, nearly a century and a half later, this 
island is the home of a modern electric gen- 
erating station constructed by the Philadel- 
phia Electric Company. The $24,000,000 in- 
stallation at Barbadoes, a new addition to the 
Philadelphia Company’s properties, is 


colorfully described in a pamphlet made 
available by the Philadelphia Electric Com- 


ny. 

Color photographs and maps give a com- 
plete picture of the operation. 

A large 8-page rotogravure presentation 
of the Boston Edison Company describes its 
new Edgar station at Weymouth, Massa- 
chusetts. Dedication of New England’s 
largest turbo-generator occurred on the 
twenty-second of September, 1949. Answers 
to questions about Edgar station give the 
reader complete information on the new plant 
and unusual color graphs describing elec- 
tricity in the making, complete the reader’s 
introduction to the new station. 


Socrat Security Costs. The Brookings In- 
stitution has published this study of the costs 
involved in present and proposed social 
security programs. The authors show how 
these proposed welfare plans would ultimate- 
ly have to be paid for and analyze the insur- 
ance mechanism employed in supplying bene- 
fits for old age, survivors, and disability. 
The objective of the story is to focus atten- 
tion on the magnitude of the expanding 
costs, and the problems involved in financ- 
ing them. It also raises the question as to 
whether a safer and better system could 
readily be devised. THe Cost AND FINANCE 
or Socrat Security. Lewis Meriam, Karl 
T. Schlotterbeck, and Mildred Maroney. 
The Brookings Institution, 722 Jackson 
place, N. W., Washington 6, D. C. Price $3. 
187 pages. 
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The March of 
Events 


In General 


FPC Schedules Major Test 
Cases 


gh frequently postponed Phillips 
Petroleum Company Case has now 


been scheduled for September 11th by 
the Federal Power Commission, which 
originally set March 20th for these hear- 
ings, subsequently postponing them to 
May Ist and then June 26th. 

This case is looked upon as an im- 
portant test of the commission’s attitude 
in the light of President Truman’s veto 
of the Kerr Bill to remove local pro- 
ducers from FPC jurisdiction. 

Phillips Petroleum, an intrastate pro- 
ducer, sells wholesale to unaffiliated 
pipelines. Until the present, FPC has 
not assumed any jurisdiction over so- 
called independent producers because of 
their sales of gas for final resale in inter- 
state utility operations. 

But the veto of the Kerr Bill has given 
the commission an opportunity to regu- 
late the independent producers. Ob- 
servers will watch this test case closely. 
This may be one reason for the seeming- 
ly cautious approach by FPC and the 
numerous postponements. The delay 
would indicate careful preparation by 
the FPC staff which joined with the 
Wisconsin Public Service Commission 
in asking this latest postponement. 

Another case before the commission, 
now scheduled for hearing on Septem- 
ber 13th, may answer the question, 
“What authority has the United States 
over state-owned hydroelectric develop- 
ments?” This is the case of the Brazos 
River Conservation and Reclamation 
District in Texas. 

Governor Allan Shivers (Democrat) 
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recently pointed out that if the FPC as- 
sumes complete jurisdiction to license 
state power agencies, then the Federal 
government would have the statutory 
right to “recapture” state property upon 
the expiration of a 50-year term. 

It is forecast that Texas authorities, 
angered by the recent U. S. Supreme 
Court decision in the so-called tidelands 
oil case, will vigorously protest against 
the assumption of any Federal proprie- 
tary control of hydroelectric develop- 
ments built and paid for by the state. 


Coal Chief Raps Gas Price 
Differentials 


ATURAL gas is made available to in- 

dustrial users at dump rates while 
householders are charged more than five 
times as much for the same type of fuel, 
according to John D. Battle, executive 
vice president of the National Coal As- 
sociation. 

Addressing the recent 40th annual 
convention of the New York State Re- 
tail Solid Fuel Merchants Association, 
Mr. Battle, citing the last available gov- 
ernment figures, said that householders 
in the United States paid an average rate 
of 65.3 cents per thousand cubic feet for 
natural gas, while the industrial consum- 
ers paid only 12.5 cents per thousand 
cubic feet. This “juggling of prices” is 
harmful to the general interests of the 
nation, he asserted. 

The reserve supply of natural gas is 
limited to “a very few decades at best,” 
Mr. Battle said, adding that the use of 
this fuel should be restricted to “high 
and important uses” instead of being 
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promoted in markets that are tradition- 
ally served by the coal industry. 

After a review of competition coal is 
experiencing from residual oils, espe- 
cially those imported to this country, the 
NCA executive declared there is not 
enough oil and gas capacity to meet over 
half of the energy requirements of the 
nation, “and that for only a limited 
time.” 


Southern Company Maps Na- 
tional Advertising Campaign 


5 iy Southern Company and its four 
associated operating companies— 
Alabama Power Company, Georgia 
Power Company, Gulf Power Company, 
and Mississippi Power Company—have 
mapped a national advertising campaign 
to begin in September designed to em- 
phasize the great movement of industry 
to the southern states. 

Such media as Newsweek, U. S. News 
& World Report, and Business Week 
have been scheduled to carry full-page, 
4-color advertisements, while several 
metropolitan dailies—some of them in 
the commercial field—will tell South- 
ern’s story in black and white. 

All of the advertisements will stress 
the tremendous strides made during the 
past few years in business, agriculture, 
education, manufacturing, recreation, 
and health throughout the 105,000- 
square-mile area served by the operating 
companies in Southern’s system. 


AEC Releases Patents to Public 


ESCRIPTIONS of 16 patents owned 

by the U. S. government and held 

by the Atomic Energy Commission were 

recently transmitted to the U. S. Patent 

Office for registry and listing in the offi- 
cial register of patents. 

The commission will grant nonexclu- 


sive, royalty-free licenses on the listed 
patents, as part of its program to make 
nonsecret technological information 
available for use by industry. 

Patents and titles that may prove of 
interest to utilities include No. 2,507,301, 
Apparatus for Controlling Magnetic 
Fields ; No. 2,507,321, Leak Testing De- 
vice; No. 2,508,234, Distillation Ap- 
paratus; No. 2,508,989, Apparatus for 
Purifying Gases; No. 2,509,009, In- 
sulating Column Structure; and No. 2,- 
509,394, Vacuum Tube Flux Meter. 

Those interested in obtaining detailed 
descriptions of the patents or wishing 
to make applications for licenses should 
apply to the chief, patent branch, office 
of the general counsel, U. S. Atomic 
Energy Commission, Washington 25, 
D. C., identifying the subject matter by 
patent number and title. Copies of the 
patents may be obtained from the U. S. 
Patent Office, also in Washington. 


Safety Films Requested 


HE Visual Aids Committee of the 

Public Utilities Section, National 
Safety Council, has issued a call for the 
loan of training and safety films. 

Visual aids, in the form of motion pic- 
tures or sound films, are invaluable in 
any safety program, the committee says, 
asking codperation in a complete listing 
of all films pertaining to the utility in- 
dustry that would be available on a loan, 
purchase, or rental basis. 

Companies having such films, pro- 
duced either by themselves or some or- 
ganization that is well known, are re- 
quested to communicate with Harry F. 
Ertel, chairman, Visual Aids Committee, 
505 York road, Jenkintown, Pennsyl- 
vania, giving him name and description 
of the film, size, approximate length, and 
how available—rental, loan, or purchase. 


Connecticut 


Backs Federal Water Survey 


Pewee Chester Bowles has urged 
support for a bill (S 3707) now in 
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the hands of the Senate Committee on 
Public Works which would provide a 
commission to study the water resources 
of the New England-New York region. 
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Writing recently to Senator Dennis 
Chavez (Democrat, New Mexico), chair- 
man of the committee, Governor Bowles 
declared the study would be “an im- 
portant step toward improving New 
England’s economic outlook.” 

“The water resources of New England 
represent one of our greatest assets,” the 
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governor’s letter said, “yet this great as- 
set is today abused and underdeveloped. 

“We have allowed our streams to be- 
come polluted by industrial and human 
waste,” he continued, adding that this 
practice reduces their capacity for 
recreational use and economic pro- 
ductivity. 


District of Columbia 


District Judge Modifies 
Statement 


| Crees District Judge T. Alan Golds- 
borough has partially retracted or 
at least explained his recent charge of 
utility pressure on the District’s pub- 
lic utilities commission. The jurist was 
criticized by the local press (both The 
Washington Post and the Evening Star) 
for his insinuation of a few weeks ago 
that the commission’s staff was generally 
favorable to the regulated utilities in 
hope of obtaining eventual private em- 
ployment. 

Subsequently, Goldsborough made an 
explanatory statement from the bench 
that his remarks were not directed 
towards the District of Columbia com- 
mission or its staff. He explained that 
he was simply referring to the general 
situation under which regulatory com- 
missions must operate with public util- 
ity rate cases, 

Attorneys for the Washington Gas 
Light Company were seeking to include 
Judge Goldsborough’s remarks in the 
record for the purpose of appealing his 
decision enjoining the commission’s gas 
rate increases. 

At the same time, the court refused to 
grant the company a stay, pending ap- 
peal to the U. S. Circuit Court of Ap- 


peals. 

Judge Goldsborough drew national at- 
tention some two years ago by imposing 
fines of more than $1,000,000 on the 
United Mine Workers and their presi- 
dent, John L. Lewis, for contempt of 
court when the miners ignored his in- 
junction against a strike in the bitu- 
minous coal fields. 
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Transit Fares Raised 


ga public utilities commission’s re- 
cent order increasing fares on busses 
and streetcars of the Capital Transit 
Company within the District, effective 
July 16th, is expected to provide a re- 
turn of 6.4 per cent on a rate base valua- 
tion of $27,500,000. This, the PUC said, 
should be sufficient return to “preserve 
the financial integrity of the company.” 

The commission’s order raised fares 
from 13 cents cash, three tokens for 35 
cents, to 15 cents cash, three tokens for 
40 cents, and boosted the weekly pass 
from $1.75 to $2. The company’s peti- 
tion was for a 15-cent cash fare with six 
tokens for 80 cents and abolition of the 
weekly pass. 

During the hearings, members of the 
commission had signified their desire 
that the pass be retained, even adjourn- 
ing the hearings for a time to give trans- 
it officials an opportunity to work out a 
plan for the elimination of certain known 
abuses of the pass. The commission said 
that elimination of this weekly trans- 
portation “package” might serve to re- 
tard service. 

The 3-cent school fare, established 
by act of Congress in 1933, remains 
unchanged. But the PUC indicated 
it felt this should be increased, stating, 
“It is apparent that this fare does not 
compensate the company for the cost of 
service rendered and imposes an undue 
burden upon other users . . .” 

Officials of the company expressed 
disappointment with the commission’s 
ruling, but declared they will do all they 
can to give “good and efficient service 
under the fares ordered.” 
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Georgia 


Transit System Sold at Bargain 
Price 


n Atlanta group has purchased the 
Georgia Power Company’s city 
and county transit system, with a book 
value of about $8,000,000, for the ex- 
tremely low price of $1,300,000 in cash 
and the assumption of the obligations on 
trolley equipment of about $3,000,000. 
The sale climaxed a 5-week strike by 


operating employees of an AFL union 
whose president claimed the purchasers 
granted the union a contract that amount- 
ed to “a complete victory” for the strik- 
ers. Atlanta authorities are hopeful that 
the new management will be able to ren- 
der adequate and continuous service, 
notwithstanding increased payroll ob- 
ligations, in view of the lower capital in- 
vestment required by the new owners to 
purchase the property. 


Illinois 


CTA Gets Private Loan after 
RFC Turndown 


Cuicaco financial group has under- 

written an $11,000,000 loan for 

the Chicago Transit Authority after the 

latter had been refused a $15,000,000 

equipment loan by the Reconstruction 
Finance Corporation. 

The loan, with other funds the CTA 
has on hand, will enable the authority to 
purchase 200 new elevated and subway 
cars and 500 new busses—100 elevated 
cars short of the program. 


A spokesman for the huge government 
lending agency said the chief reason for 
refusing the loan was a belief there was 
insufficient assurance of repayment by 
the municipally owned bus and streetcar 
company because payments on a $105,- 
000,000 bond issue by the CTA would 
have higher priority for payment out of 
its income, leaving RFC with a “junior” 
position. 

Equipment trust certificates bearing 
interest at the rate of 4 per cent are to 
be issued and bids for the new equipment 
are now being sought. 


Missouri 


Union Power Station Wins 
Approval 


7 public service commission re- 
cently approved plans of the Union 
Electric Company to construct a $26,- 
000,000 generating plant at the conflu- 
ence of the Meramec and Mississippi 
rivers in southern St. Louis county. 


The old Hillcrest Country club 
grounds, adjoining the plant site, have 
been purchased by the company. The 
club property includes 52 acres, a swim- 
ming pool, and several large buildings. 

A company spokesman said the build- 
ings will be used as construction head- 
quarters for the power plant, but future 
use of the buildings has not been decided. 


a 
Nebraska 


Public Power Unit to Be 
Extended 


ye Engineer Freh Kleitsch has 
ordered extension of the Madison 
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County Rural Public Power District, and 
that its name be changed to the Elkhorn 
Public Power District. 

The district formerly was within the 
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Madison county border, but now in- 
cludes parts of Pierce, Antelope, Holt, 
and Wheeler counties. 

The Madison district asked that nine 


members be elected to the board of direc- 
tors, but Kleitsch denied the request on 
the ground that it failed to comply with 
state statutes. 


New Jersey 


Court Voids 7-cent Bus Fare 


“ae state supreme court recently set 
aside the basic 7-cent bus fare, 
charged by bus companies in general 
throughout the state for the last two 
years, as “unjust and unreasonable.” 
The court decision voids orders by the 
state board of public utility commission- 
ers, which granted a 2-cent increase to 
the Public Service Interstate Trans- 
portation Company and Public Service 
Coérdinated Transport, Inc., the two 
largest bus systems in. New Jersey. Simi- 
lar orders, granting similar increases to 
most operating companies in the state, 
were likewise voided by the court’s ac- 
tion, 

In handing down its decision, the 


court ordered the board to reconsider the 
establishment of a “permanent rate and 
an adequate rate base.” 

Although there was an immediate im- 
pression that the decision restored the 
prior 5-cent basic fare, the board secre- 
tary, Emmett T. Drew, said the point 
would not be positively clarified until 
board counsel had an opportunity to 
study the language of the court. 

The fare increase, which was on a ten- 
tative basis, was ordered by the board 
early in 1948 when the two bus companies 
applied for it after an arbitration board 
allowed wage increases for drivers and 
other employees. The higher fare was 
subject to revision after the returns were 
studied. 


Washington 


Exclusive Clause Withdrawn 
From Franchise Application 


RANS-NorTHWEST Gas, INc., of 
Seattle, has withdrawn the “exclu- 
sive” clause from its application for a 
franchise to construct natural gas pipe- 
lines along highways of the state. 
As originally written, one clause of 
the proposed franchise would have pre- 
vented construction of competing gas 


pipelines between any of the larger cities 
of the state. 

In withdrawing the “exclusive” re- 
quest, the company said it felt the clause 
“could lead to possible misunderstand- 
ing.” 

A new firm, Trans-Northwest, seeks to 
lay pipelines along state highways in 28 
counties to transport any natural gas 
that may be exported from western Can- 
ada to principal cities of the state. 


Wisconsin 


Gas Rate Cut Approved 


6 y- public service commission re- 
cently approved an application of 
the Wisconsin-Michigan Power Com- 
pany, of Appleton, to cut its gas rates a 
total of about $99,000 a year when it 
changes from manufactured to natural 
gas the latter part of this month. The 
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company serves 9,000 consumers in Nee- 
nah, Appleton, and Menasha. 

Henry J. O’Leary, rate expert of the 
PSC, said the over-all rate cut will 
amount to 23 per cent, giving residential 
customers reductions averaging 20 per 
cent, while industrial consumers will get 
a 35 per cent cut. 
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Acquisition of Local Facilities Requires Federal 
Power Commission Approval 


PROCEEDING was brought by the 
Federal Power Commission to de- 
termine whether the acquisition by Penn- 
sylvania Electric Company (Penelec) of 
the facilities of three small local electric 
utilities not under the jurisdiction of the 
commission was subject to the require- 
ment of prior commission approval un- 
der § 203(a) of the Federal Power Act. 
While Penelec is a public utility sub- 
ject generally to the regulation provided 
in the act, it contended that its acquisition 
of the local companies should in no way 
concern the commission. It argued that 
this acquisition did not fall within the 
meaning of the words “merger or con- 
solidation” as they appear in § 203(a) 
of the act. 

The commission ruled that an inter- 
pretation of this section in the light of 
other sections of the act and the purposes 
for which it was enacted indicated that 
the acquisition under consideration was 
within the act. The purpose of Congress 
in requiring commission approval of 
mergers or consolidations was to prevent 
excessive burdening or inflation of the 
accounts of the acquiring utility. Only if 
the terms “merge or consolidate” include 
the acquisition of facilities would the pur- 
pose of Congress be effectuated. 

The commission also determined that 
the statute requiring commission ap- 
proval includes the acquisition of facili- 
ties of a local utility not under the act. 
Only by such interpretation could the 
major purpose of Congress in enacting 
the statute be given full effect. 


Penelec, in purchasing the facilities 
without commission approval, had paid 
$300,000 for facilities having a depre- 
ciated cost of about $136,000. It proposed 
to recoup the excess through annual 
charges of $11,000 to operating expenses 
for each of the next fifteen years. It 
would classify the excess in Account 
100.5, Electric Plant Acquisition Adjust- 
ments, and would amortize it through 
charges to Account 505 in the operating 
expense section of the income statement 
“above the line” of return on investment. 
In this way if rates from customers gen- 
erally provided enough revenue to defray 
operating expenses, it would collect the 
entire excess from customers. 

The commission described this pro- 
posal as the “value merry-go-round.” It 
amplified this characterization with this 
statement : 


Upon that merry-go-round it is only 
necessary to assume a utility property 
has a value, however excessive; use 
that value as a basis for obtaining reve- 
nues that will provide a return on it; 
and the existence of the value is proved. 


The commission directed that the ex- 
cess of acquisition cost over depreciated 
original cost be amortized out of income 
by equal monthly charges over a period 
not to exceed five years to Account 537, 
Miscellaneous Amortization, “below the 
line.” This would have the effect of 
charging the adjustment against stock- 
holders rather than ratepayers. 

The commission did not impose any 
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penalties on Penelec because of its action 
in completing the acquisition while dis- 
cussions between it and the commission 
as to the need for commission approval 
were still in progress. The commission 
conceded that in its orders prior to 1944 


e 


it had manifested some uncertainty as to 
the proper interpretation of the act, so 
as to justify Penelec’s having some doubt 
as to the status of the proposed acquisi- 
tion. Re Pennsylvania Electric Co. 
(Docket No. E-6251, Opinion No, 194). 


Resale Customers Exempted from Electric Rate Increase 


HE California commission author- 

ized an electric company to increase 
by 6 per cent all rates except those being 
applied to certain contract customers. 
The new rates would yield a return of 
5.01 per cent. The commission believed 
that the company’s existing rate sched- 
ules, if increased uniformly on the per- 
centage basis proposed, would not so 
alter the existing relationship between 
rate levels as to result in prejudicial 
charges in any customer class. 

The exempted customers fell mainly 
under the heading of “resale” customers. 
In justification of the proposed exemp- 
tion, the company stated that contracts 
with each had the formal approval of the 
commission, that the making of special 
contracts was compelled largely by com- 
petitive conditions, and that the contract 
rates were sufficiently compensatory to 
meet all direct costs of service. It said 
that the retention of such customers for 


a term of years was of benefit to the util- 
ity and to customers as a whole. If the 
exemptions were not granted, the esti- 
mated return would be changed from 5.01 
per cent to 5.03 per cent. 

The commission in authorizing the 
company to exempt the resale customers 
from the proposed rate increase recog- 
nized the right of a utility to meet com- 
petition. It indicated, however, that if the 
revenue from that class of service should 
fall below the cost of service, the loss 
would not be permitted to burden other 
classes. 

The commission then concluded that 
the special rates would not impose any 
burden on other customers and that they 
were more than sufficient to meet the 
out-of-pocket costs, including deprecia- 
tion and return on facilities used exclu- 
sively for this service. Re Pacific Gas & 
E. Co. (Decision No. 43972, Application 
No. 30717). 


2 


Compromise of Controversial Issues in Holding Company 
Reorganization Approved 


HE Securities and Exchange Com- 

mission approved a plan for reor- 
ganization of the transportation system 
of Pittsburgh Railways Company, a sub- 
sidiary of Philadelphia Company, a hold- 
ing company, under Chap X of the Bank- 
ruptcy Act and § 11 of the Holding Com- 
pany Act. The plan provided for the cre- 
ation of a new company to own and 
operate the system property and for the 
allocation of cash and new company stock 
to the holding company, public creditors, 
and holders of guaranteed and unguar- 
anteed system securities. The allocations 
were based upon a compromise of con- 
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troversial issues concerning the respec- 
tive claims of the holding company’s 
stockholders and creditors. 

The transportation system consisted 
of two subsidiaries and fifty-three under- 
lier companies. The latter companies were 
linked to the subsidiary through an in- 
tricate chain of leases and operating 
agreements. The commission pointed out 
that it could not treat the fifty-five com- 
panies in the system as separate corpo- 
rate entities and identify the property and 
earnings of each. Therefore, it did not 
adopt a normal valuation technique in 
appraising the fairness of the plan. It 
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viewed the public security holders as par- 
ticipants in a single enterprise. 

Previously the commission had or- 
dered the holding company to terminate 
its relationship with the subsidiary and 
the underlying companies by disposing 
of any interests, direct or indirect, which 
it held in the securities or properties of 
those companies. The new plan removed 
existing obstacles and was considered an 
important step toward ultimate compli- 
ance with that order. Consequently, the 
commission held the plan to be necessary. 
It also found the plan to be financially 
sound, with the new capital structure rea- 
sonably adapted to the earning power of 
the new company. 

Under both Chap X and § 11(e) the 
“fair and equitable” standard requires 
strict adherence to the doctrine of “abso- 
lute priorities.” This provides that the 
interests of all claimants must be satisfied 
in full in the order of their priority of 
claim before junior interests may be per- 
mitted to participate. The commission 
held that this does not mean, however, 
that a compromise cannot be made of 
genuine controversies in issue and a plan 
approved as fair in the absence of a de- 
termination of every issue involved. 

Computations by some of the expert 
witnesses were rejected by the commis- 
sion as being too high. They failed to 
make allowances in increases in operat- 
ing costs over present levels although as- 
suming increased levels of fares. Com- 

utations based exclusively on past earn- 
ings were also rejected. The commission 
said that while past experience is a fac- 
tor to be considered in estimating future 
earnings, it cannot be accepted as the sole 
test. 

The commission believed it to be un- 
realistic to assume that if reliance is 
placed on an operating ratio derived from 
past experience, one must also anticipate 
that future revenues will reflect the aver- 
age fare level of the past when costs were 
lower and the system had little income 
tax liability. 

The commission adopted the staff’s es- 
timate as to prospective average annual 
net operating income of the new com- 
pany. In doing so, however, it pointed 
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out that it did not believe this to be the 
exact amount which would be realized in 
any given year or period. An estimate of 
prospective earnings, it said, is not some- 
thing which can be arrived at with mathe- 
matical precision. An informed judgment 
is the most that can be achieved, particu- 
larly in the transit industry, where wide 
fluctuations of earnings occur. 

In holding that the compromise was 
appropriate, the commission considered 
all relevant factors. The compromise 
would eliminate the uncertainties, time, 
and expense involved in full litigation. 
The nature and scope of the complex con- 
troversies were evidenced by a volumi- 
nous record which, while not sufficient 
to constitute a basis for adjudication on 
the merits, was sufficient to determine the 
appropriateness and the fairness of the 
compromise. The commission pointed 
out that the plan realistically dealt with 
the properties and assets of the trans- 
portation system as an integral whole and 
allocated participations on a basis viewed 
as giving appropriate recognition to the 
various claims. 

An objection was raised that the find- 
ings were not specific enough and, there- 
fore, inadequate to support a conclusion 
that the plan was fair to the holding com- 
pany. It was claimed that there should be 
a dollar valuation within which the com- 
promise could be reached. 

The commission rejected the claim, 
stating that it was not required to place 
a dollar valuation on the claims, but that 
it was sufficient that it have before it a 
record on which it could determine 
whether the public security holders were 
justified in entering into the compromise 
and whether the holding company was 
justified in making the concession to the 
public security holders provided in the 
compromise. The commission held that 
where the status and rank of various 
claimants has not been determined and 
there are controversial and complicated 
issues, a settlement which compromises 
the opposing contentions does not violate 
the absolute priority rule. Re Bauer, 
Trustee of Pittsburgh Railways Co. 
(File Nos. 52-28, 54-183, Release No. 
9759). 
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Financing and Rate Conditions Imposed upon Construction of 
Natural Gas Pipe-line Facilities 


HE Federal Power Commission au- 

thorized the Transcontinental Gas 
Pipe Line Corporation to expand the ca- 
pacity of its previously approved Texas- 
to-New York natural gas pipeline. The 
proposed project will be capable of de- 
livering 505,000 thousand cubic feet of 
gas daily in the company’s proposed mar- 
ket areas in New York, New Jersey, and 
Pennsylvania. 

The company demonstrated that its 
gas supply and the deliverability of that 
supply would be adequate to support the 
project for a period of about twenty 
years. The commission found that the 
capacity of the pipeline could be fully 
utilized before the fifth year of operation. 
It concluded that public convenience and 
necessity required natural gas service in 
the areas proposed to be served. 

The pipe-line corporation proposed 
to finance the contemplated additions 
through cash on hand and the issuance 
of additional securities, such as a tempo- 
rary bank loan, first mortgage bonds, and 
common stock. This would result in a 
capital structure of 72.2 per cent first 
mortgage bonds, 4.2 per cent bank loan, 
10.9 per cent convertible notes, and 12.7 
per cent common stock. The commission 
held that this resulted in too much debt 
and too little common equity. It attached 
a condition to the certificate to the effect 
that no dividends on common stock 


should be paid as long as the debt ratio 
exceeded 75 per cent or the common 
equity was less than 15 per cent of total 
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capital, or if common equity should be re- 
duced below 15 per cent of total capital by 
the payment of the dividends. 

The company was also required to sub- 
mit a new rate schedule satisfactory to the 
commission. The proposed rate structure 
was not based upon the estimated cost of 
service as revealed by the record. The 
estimated return exceeded 6 per cent per 
year. The commission believed that a rea- 
sonable initial firm service rate should 
be based on the cost of service predicated 
upon an average of the first three years 
of the company’s operations, with such 
operations at an average capacity factor 
of 91.5 per cent. 

The proposed rates removed all re- 
strictions on the use of gas for boiler fuel. 
In view of that fact, the commission said 
that the commodity component of any 
rate to be established by the company 
should be high enough to act as an eco- 
nomic deterrent to overextensive use of 
gas for boiler fuel. It held that the rate 
schedule should contain a demand charge 
of $1.80 per thousand cubic feet per 
month and a commodity charge of 22 
cents per thousand cubic feet. 

A proposal to collect from any cus- 
tomer taking more than its contracted 
demand a penalty of $50 per thousand 
cubic feet per day was also rejected. The 
commission did believe, however, that a 
penalty of $25 per thousand cubic feet 
would be ample. Re Transcontinental 
Gas Pipe Line Corp. (Docket No. G- 
1277, Opinion No. 191). 


Sale of Unsubscribed Shares Issued Pursuant to Preémptive 
Rights Exempted from Competitive Bidding 


"= Pacific Gas and Electric Com- 
pany was authorized by the Cali- 
fornia commission to issue and offer com- 
mon stock to its stockholders pursuant to 
their preémptive rights and to sell to un- 
derwriters any unsubscribed shares. The 
commission, pointing out that such sales 
to stockholders are exempt from the re- 
quirements of its competitive bidding 
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rule, also exempted the sale of unsub- 
scribed shares. 

The company’s treasurer thought that 
because of the size of the stock offering 
and the frequency with which such of- 
ferings have been made, there might be 
insufficient subscriptions by stockholders. 
The company had completed about two- 
thirds of its postwar construction pro- 
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gram and funds were needed for comple- 
tion. 

The company could not afford to risk 
an unsuccessful offering of stock, con- 
sidering its needs for capital funds. 

He also stated that the proposed issue 
required a strong nation-wide group of 
underwriters rather than smaller groups 
that might be formed if competitive bid- 


e 


ding should be ordered. It was his opin- 
ion that sales effort and advance market 
preparation and organization were essen- 
tial for a successful sale of the stock. The 
commission concluded that in view of 
this testimony it was warranted in grant- 
ing the exemption. Re Pacific Gas & 
E. Co. (Decision No. 43889, Application 
No. 31016). 


Possible Depression of Earnings by Future Construction 


Costs Ignored 


7S Tennessee commission author- 
ized an intrastate telephone rate in- 
crease which would yield a return of 6 
per cent on the company’s net investment. 
This return would produce funds suffi- 
cient to pay the intrastate portion of the 
company’s interest on debt securities and 
an earning rate for equity capital in ex- 
cess of 8 per cent. 

The commission took notice of the de- 
mand for new and improved service, 
particularly in rural areas. It said that 
if this demand is to be met, the company 
must have sufficient earnings to justify 
and inspire the confidence of the invest- 
ing public to enable it to acquire funds 
necessary for the expansion program. 

The company sought a greater increase 
than that allowed. Part of its claimed 
revenue needs represented an allowance 
to counteract the depressing effect on 
earnings of continued high-cost con- 
struction. The commission said that it 
was no more appropriate to give effect 
to an anticipated reduction in earnings 
because of future construction costs than 
to give effect to any possible future re- 
duction in operating expenses. Changes 
to be brought about by future construc- 
tion or by future increases in labor pro- 
ductivity must, in the commission’s opin- 
ion, be cared for in the future. 

The commission outlined the legal 
standards followed in fixing rates. It said 
that a fair return is one which, under 
honest accounting and responsible man- 
agement, is just and reasonable both to 
the public and the utility. Rates must be 
commensurate with the risk. The com- 
pany is not entitled to such profits as 


JULY 20, 1950 


in Rate Case 


might attend more speculative enter- 
prises. 

Payments made by the company to its 
parent telephone company under a license 
contract were considered reasonable. 
These amounted to one per cent of the 
company’s gross intrastate operating 
revenue. The commission found that the 
services rendered by the parent company 
were of substantial value to its subsidiary, 
and that the cost of these services as allo- 
cated to the latter were less than their 
cost. It was considered improbable that 
the operating company could have ob- 
tained these essentially needed services 
at a lower cost from any other source. 

The company had employed the prac- 
tice of contacting large numbers of pub- 
lic officials and prominent and influential 
citizens during the pendency of the rate 
hearing for the purpose of explaining the 
company’s need for additional revenue. 
The commission said that this practice 
was not a wholesome or desirable one, 
and, if pursued by the company, should 
be conducted at the expense of someone 
other than the ratepayer. It recommended 
that in the future the company should 
keep a record of the cost of the hours ex- 
pended for such contacts and all other 
related expense data so that such costs 
could be excluded from operating ex- 
penses for rate-making purposes. 

The commission cited a case holding 
that no item of expenditure should be al- 
lowed for rate-making purposes unless it 
could be shown to be an actual and proper 
charge in the actual conduct of the busi- 
ness. Re Southern Bell Teleph. & Teleg. 
Co. (Docket No. U-2983). 
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Rate Blocks for Telegraph Company Approved 


HE Tennessee commission author- 

ized the Western Union Telegraph 
Company to establish “a new and scien- 
tific message rate structure” to apply uni- 
formly to intrastate and interstate mes- 
sages. The new rate structure was based 
on the division of the area of the United 
States into 50-mile square blocks, ar- 
ranged in brick fashion, for the purpose 
of delineating rate zones or areas. The 
mileages were determined on the basis of 
air-line distance from rate square center 
to rate square center, with the same rate 
applying from any office in a given rate 
square to all other offices in rate squares 
equidistant from the originating office 
square. The company as a whole has ex- 
perienced a substantial deficit. Under the 
proposed rate structure there would be 
a continuing deficit for intrastate opera- 
tions in Tennessee. Consequently, the 
commission believed it was unnecessary 
to determine a rate base or a reasonable 
rate of return in this proceeding. It 


pointed out the many inconsistent and 
discriminatory features in the company’s 
existing complex rate structure. The so- 
called block or square rates had been used 
to determine the charges for messages 
from certain cities or towns in one square 
to cities and towns in a different square. 
Many of the rate squares which nor- 
mally were intended to be fifty miles 
square had been distorted to follow rail- 
way lines, natural barriers, or state 
boundaries, with the result that in many 
instances rates were higher for shorter 
distances than they were for longer dis- 
tances. Furthermore, there was a general 
lack of uniformity in the relationship be- 
tween. initial and additional word rates 
in the several message classifications. The 
commission concluded that the proposed 
rates would eliminate the inconsistent 
and discriminatory features in the pres- 
ent rate schedules and, for this reason, 
should be approved. Re Western U. 
Teleg. Co. (Docket No. U-3041). 


e 


Other Important Rulings 


the company, from charging tenants 
more for submetered energy than the 
tenants would pay under the commercial 
service rate if served directly by the utility 
company. Re Wisconsin Electric Power 
Co. (2-U-3103). 


HE California commission justified 

its investigation of the rates and 
regulations of an intrastate airline by 
pointing out that the section of the Con- 
stitution which gives the commission 
“power to establish rates or charges for 
the transportation of passengers and 
freight by railroads and other transpor- 
tation companies” empowers it to regu- 
late air carriers. Re California Central 
Airlines (Decision No. 43932, Case Nos. 
4994 et al.). 


The Indiana commission authorized a 
telephone company to increase rates on 
condition that the new rates would not 
apply to any particular line until the line 
is metallicized. Re Wallace Coéperative 
Teleph. Co. (No. 21915). 


The Wisconsin commission modified 
rates, rules, and regulations of an elec- 
tric company so as to restrict trailer camp 
landlords, purchasing electricity from 
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The Pennsylvania commission dis- 
missed for lack of prosecution a com- 
plaint charging an individual with engag- 
ing in transportation of persons for hire 
without a certificate where no testimony 
was offered at the hearing and the matter 
was submitted on the complaint. Evi- 
dence required to support the complaint 
could not be supplied solely by reference 
to allegations of the complaint. Wyatt et 
al. v. Henry (Complaint Docket No. 
14680). 


A single year’s operation of a railroad 
station at a loss was not considered by 
the Missouri commission sufficient evi- 
dence of an unimpeachable downward 
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trend so as to justify the station’s discon- 
tinuance. Where there is any doubt in 
such matters, the commission said, the 
station should remain open for the ac- 
commodation of the public to permit time 
to determine whether or not the finan- 
cial situation will improve or worsen. 
Re Thompson (Trustee) (Case No. 
11813). 


The Colorado commission authorized 
a bus company to abandon an unprofit- 
able segment of its operation where de- 
clining revenues on the line in question 
made discontinuance necessary for the 
protection of the remainder of the opera- 
tion. Re Greeley (Investigation and Sus- 
pension Docket No. 308, Decision No. 
34847). 


The United States Court of Appeals, 
Fifth Circuit, dismissed a suit by the 
Florida Power Corporation against the 
Pinellas Utility Board to obtain a ruling 


that the act creating the board was in- 
valid under Federal and state constitu- 
tions and laws. The court ruled that there 
was no Federal question involved. Flori- 
da Power Corp. v. Pinellas Utility Board 
et al. 181 F2d 547. 


The California commission, in author- 
izing a water rate increase which would 
yield a return of approximately 5.5 per 
cent, allowed the company to retain its 
present practice of having a summer rate 
somewhat lower than the winter rate ap- 
plicable to equal consumptions. Re Cali- 
fornia Water Service Co. (Decision No. 
43880, Application No. 30271). 


The Wisconsin commission described 
a telephone utility’s return of 6.5 per cent 
on its rate base as sufficient to provide a 
proper reward for efficient management 
and to attract additional capital. Re Mil- 
ton & Milton Junction Teleph. Co. (2-U- 
3283). 
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KENTUCKY PUBLIC SERVICE COMMISSION 


Re Citizens Telephone Company 


Case No. 1916 
April 6, 1950 


PPLICATION of telephone company for rate increase; rates for 
metropolitan exchange area approved and rates for other 
local service and intrastate toll rates nullified. 


Apportionment, § 7 — Telephone company — Separations Manual. 
1. A telephone company’s separation of interstate and infrastate operations 
for rate-making purposes according to the procedures outlined by the 
NARUC Separations Manual was accepted in a proceeding in which no 
inequities appeared as a result of their application, p. 131. 


Valuation, § 224 — Telephone plant under construction. 
2. Telephone plant under construction will be excluded from the rate 
base in a determination of value for rate-making purposes, but interest 
upon accumulated investment in construction costs during the time of 
construction will be allowed until such new service facilities are used for 
public service, p. 133. 


Valuation, § 215 — Property held for future use — Telephones. 
3. Property held for future use by a telephone utility will be allowed as 
part of the rate base where no interest is capitalized while the property is 
carried in this account, p. 134. 


Valuation, § 299.1 — Working capital allowance — Tax accruals — Telephone 
utility. 

4. No working capital allowance was made for a telephone company where 
accruals for future taxes exceeded the estimated cash requirement, not- 
withstanding the possibility that corporate income tax laws might be 
changed in such a way as to affect materially the funds available from tax 
accruals, since the Commission must decide such matters by the law as it 
stands, p. 134. 


Valuation, § 39 — Reproduction cost new — Telephone rate base. 
5. Reproduction cost new was rejected as a method of evaluating telephone 
property for rate-making purposes as being too conjectural where it was 
premised in large part upon Western Electric Company translators and 
unworkable because of the present fluctuating value of the dollar, p. 135. 


Valuation, § 28 — Book cost rate base. 
6. Book cost is an acceptable means of determining the value of telephone 
property for rate making, since it approximates the dollars used in the 
business, and it will be employed in place of reproduction cost new less 
existing depreciation which bears no relationship whatsoever to dollars 
actually invested in the business, p. 136. 
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Return, § 111 — Telephone — Fair return on book value. 
7. A return of 6 per cent on book value was considered fair and reasonable 


for a telephone utility, p. 137. 


APPEARANCES: Stephens L. Blakely 
and Marion W. Moore, Blakely, 
Moore and Harrison, Covington, and 
Carl M. Jacobs, Charles G. Puchta, 
Jr., and A. J. Allen, Jr., Frost and 
Jacobs, Cincinnati, for the applicant ; 
Charles E. Whittle, Special Consult- 
ant, Brownsville, Stanley Chrisman, 
City Solicitor, Covington, Wesley 
Bowen, City Solicitor, Newport, Mor- 
ris W. Weintraub, Special Counsel, 
Newport, Charles E. Graham, City 
Attorney, Dayton, Walter Wagner, 
City Attorney, Bellevue, and Earl 
Rodney King, Attorney, and Al J. 
Hovekamp, Chairman, Citizens Eco- 
nomic Council, Covington, for the 
protestants. 


By the Commission: On July 20, 
1949, Citizens Telephone Company, 
filed with this Commission a notice, 
whereby it proposed to adjust its rates 
for telephone service within the state 
of Kentucky, effective on and after 
August 11, 1949. By order of July 
20, 1949, the Commission set the mat- 
ter for hearing on October 13, 1949, 
at 10 A. M. in its offices in Frankfort, 
Kentucky, and ordered the company 
to notify the public or subscribers af- 
fected of such hearing date. The 
Commission issued notice of hearing 
to the city and county officials en- 
titled thereto. 

On July 25, 1949, the Commission 
by order, suspended the proposed rates 
as provided by KRS 278.190 for a 
period of 120 days from and after Au- 
gust 11, 1949, unless the company 
should post a bond to be approved by 


83 PUR NS 


the Commission and conditioned that 
it would refund to the persons entitled 
thereto any amount of the increased 
rates not finally allowed. The com- 
pany elected to place the rates in ef- 
fect by posting bond. Subsequently, 
the rates were suspended for an ad- 
ditional 120 days, and the company 
provided a further bond. 

Following hearings on the 13th, 
14th, and 22nd days of October, 1949, 
during which the applicant presented 
its case in chief, the matter was, by 
order of the Commission, continued to 
December 13, 1949. Then, by sub- 
sequent order, pursuant to motion of 
the Commission’s counsel and staff, 
the matter was continued to January 
17, 1950, on which date certain com- 
pany witnesses were cross-examined. 
At the conclusion of cross-examina- 
tion, the matter was, by order of the 
Commission, continued to February 
8, 1950, for the purpose of hearing di- 
rect testimony on behalf of the Com- 
mission staff. On February 2, 1950, 
by order of the Commission, the mat- 
ter was further continued to a date to 
be determined by the Commission. The 
parties having agreed to dispense with 
further hearings, the Commission en- 
tered its order on March 2, 1950, mak- 
ing a part of the record certain data 
furnished by the company in respect 
to staff requests and set dates for filing 
of briefs and reply briefs. The data 
made a part of the record in the order 
of March 2, 1950, was specifically 
identified and the record was closed by 
the Commission’s order of March 8, 
1950. 
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General Statement 


Citizens Telephone Company, a 
Kentucky Corporation, is a subsidiary 
of the Cincinnati and Suburban Bell 
Telephone Company, an Ohio corpo- 
ration. The applicant owns no prop- 
erty but leases all properties which it 
operates from the parent company and 
pays all of its net income to the lessor 
as rent. Applicant operates some 51,- 
000 telephones principally in the coun- 
ties of Kenton, Campbell, Gallatin, 
Grant, and Pendleton, all in Ken- 
tucky. However, approximately 42,- 
000 of the telephones in Kenton and 
Campbell counties are in the metro- 
politan exchange area which includes 
approximately 230,000 telephones op- 
erated by the parent company in Ham- 
ilton county, Ohio. The metropolitan 


exchange area is, for the most part, 
operated as a single unit furnishing 


each subscriber in that area access to 
all the telephones in the area without 
any charge other than the normal local 
service charge. This local service rate 
has been uniform for about fifty years. 
Applicant also provides intrastate and 
interstate toll service to its customers. 
The interstate toll service is regulated 
by the Federal Communications Com- 
mission. However, that Commission 
has no jurisdiction over the local tele- 
phone service furnished in the metro- 
politan exchange area although a por- 
tion of the exchange service consti- 
tutes interstate communication, § 221 
(b) of the Federal Communications 
Commission Act, 47 USCA § 221(b), 
nor does that Commission have juris- 
diction over intrastate toll service. 
The proposed rates of the applicant 
which are now in effect, under bond, 
as provided by KRS 278.190, were de- 
signed to produce additional revenues 
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of an estimated $464,000 per year, of 
which the increase on local exchange 
service represents $391,000. The re- 
mainder is represented by increased in- 
trastate toll tariffs and miscellaneous 
charges. Inasmuch as this Commis- 
sion’s jurisdiction extends only to in- 
trastate telephone service, it is neces- 
sary to separate the Kentucky intra- 
state plant, revenues, and expenses 
from the entire operations of the com- 
pany. The separations matter is fur- 
ther complicated in that the metro- 
politan exchange area facilities op- 
erated as a unit by the company must 
be separated in such manner that the 
Kentucky portion of that area can be 
viewed by itself. 


Separation of Telephone Plant, 
Revenues, and Expenses 


[1] In separating the interstate op- 
erations, applicant followed the pro- 
cedures prescribed by the Separations 
Manual which has been recommended 
by the NARUC. The interstate toll 
operations of Citizens Telephone Com- 
pany are not so large a part of the 
company’s business as is ordinarily 
found. This results from the fact that 
messages which ordinarily might be 
classified as interstate toll messages 
are, under the metropolitan exchange 
area unit arrangement, classified as lo- 
cal calls. Furthermore, inequities, if 
any, which obtain by applying the pro- 
cedures outlined by the Manual, were 
not evident. Therefore, for this par- 
ticular case the Commission will ac- 
cept the company’s separation of its in- 
terstate and intrastate operations with- 
out committing itself in any way with. 
respect to questions which may arise 
in the future regarding the Manual. 

On the other hand, the separation 
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ot the metropolitan exchange area 
must, and does have, a decided effect 
in this proceeding because the major 
part of applicant’s property, revenues, 
and expenses are involved. A review 
of the record discloses that the com- 
pany was able to almost categorically 
assign revenues derived from the Ken- 
tucky portion of its metropolitan op- 
erations to Kentucky business; but a 
determination of the amount of plant 
and expenses associated with the Ken- 
tucky metropolitan revenues presents 
a very difficult problem. To separate 
these on the basis of revenues, as the 
company technicians did, is tanta- 
mount to determining the answer be- 
fore the divisions are carried through 
to a result. The mere fact that 14.18 
per cent of the revenues are derived 
from Kentucky metropolitan business 
by no means indicates that 14.18 per 
cent of the plant is used for Ken- 
tucky metropolitan operations, nor 
does it indicate that 14.18 per cent of 
the metropolitan exchange operations 
should be assigned to the Kentucky 
portion. In the over-all, there is some 
relation between revenues and plant 
and expenses but the relationship can- 
not be accurately determined without 
actual studies. For example, being 
cognizant of the fact that the local 
rates are the same on both sides of the 
river and knowing that the calling rate, 
i.e., the average number of times that 
the average telephone is used per day, 
is lower in Kentucky than in Ohio, it 
appears reasonable to assume that the 
expense per dollar of gross revenue is 
likewise less in Kentucky because it 
is generally recognized that most, but 
not all, operating costs vary with use. 
Moreover, a high volume of traffic re- 
quires additional telephone plant in the 


way of more central office facilities, 
trunk lines, and other items which are 
engineered and designed to meet traffic 
requirements. 

For purposes of this particular case, 
however, we shall accept applicant’s 
separations although we would not be 
disposed to resolve this question in fa- 
vor of the applicant were it not for the 
unique situation which exists with re- 
spect to telephone service rendered in 
the metropolitan area. 


The Rate Base 


Book cost of Telephone Plant. Com- 
pany witnesses testified at length as to 
the accuracy of the books and records 
of the Citizens Telephone Company 
and the Cincinnati and Suburban Bell 
Telephone Company. Records are 
kept according to the Uniform System 
of Accounts, prescribed by the Federal 
Communications Commission and by 
this Commission, for telephone com- 
panies. The plant accounts, it was 
claimed, represent original cost which, 
according to the Uniform System 
of Accounts, includes all actual ex- 
penditures for property including all 
overheads. Among the items, as list- 
ed on page 31 of Company Exhibit 1, 
are: (1) Cost of Labor, (2) Cost of 
Material and Supplies, (3) Cost of 
Transportation, (4) Cost of Contract 
Work, (5) Cost of Protection, (6) 
Cost of Injuries and Damages, (7) 
Cost of Privileges and Permits, (8) 
Taxes, (9) Special Machine Service, 
(10) Interest during Construction, 
(11) Insurance, and (12) Construc- 
tion Services. On page 32, instruc- 
tions are given permitting the capi- 
talization of overhead construction 
costs, such as engineering, supervision, 
general office salaries and expenses, 
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RE CITIZENS TELEPH. CO. 


construction engineering and super- 
vision by others than the accounting 
company, law expenses, insurance, in- 
juries and damages, relief and pen- 
sions, taxes, and interest. 

It is an expensive undertaking to 
establish original cost and to keep it 
current at all times by means of per- 
‘petual property records. This the 
company says it has done and con- 
tinues to do. We are of the opinion 
that the plant accounts of the com- 
pany are reliable for rate base pur- 
poses. Company Exhibit No. 13 
shows book costs less depreciation re- 
serve assigned to Kentucky intrastate 
services in the amount of $7,102,156. 
A summary of the components making 
up this amount is copied below : 


TABLE I 


. Total Telephone Plant in Serv- 
ice (100.1) $9,923,656 

. Telephone Plant under Con- 
struction (100.2) 323,780 

. Property Held for Future Tel. 
2,633 
133,361 


Use (100.3) 
. Material and Supplies (122) .. 
. Cash Working Capital 139,997 
$10,523,427 
3,421,271 


. Total (1 to 5, inc.) 
. Depreciation Reserve (171) ... 


. Book Cost less Depreciation 


Reserve (6-7) $7,102,156 

The gross plant figure of $9,923,656 
was arrived at by using the actual 
books as a basis for separating the met- 
ropolitan exchange area on a gross 
revenues basis explained heretofore. Of 
course, it would be necessary to make 
a separation regardless of the source 
of the plant figures. 


[2] Telephone Plant under Con- 
struction. The company claims that 
interest capitalized during the con- 
struction period is credited to Interest 
Income and that this income has been 
included in the revenues submitted in 
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this case. Company Exhibit No. 18 
shows that this statement is not exact- 
ly correct. An examination of part 
I, page 2, shows that it has not been 
included in gross revenues but has 
been included on the lines following 
Net Operating Income which appears 
on line number 16, page 1. The same 
situation obtains with respect to part 
III of Exhibit 18 (there is only one 
page of Part III). On Part III, Net 
Operating Income appears at line 17, 
and represents the difference between 
operating revenues and _ expenses. 
Then, on the following line, interest 
charged to construction is included al- 
though the exact amount thereof is not 
indicated — it having been combined 
with other items. In relating Net Op- 
erating Income to a rate base for the 
purpose of determining the rate of re- 
turn which the company experienced 
during the test period, we will exclude 
telephone plant under construction 
from the rate base and likewise exclude 
the interest thereon from our compu- 
tations. In relating Net Income, i. e., 
income available for fixed charges to a 
rate base, we will add back telephone 
plant under construction because the 
net income figure includes interest dur- 
ing construction on this item. 

The North Dakota supreme court, 
in the case of Northern States Power 
Co. v. Public Service Commission 
(1944) 73 ND 211, 53 PUR NS 143, 
13 NW2d 779, held that the allowance 
to a utility of interest upon its ac- 
cumulated investment in construction 
costs during the time of the construc- 
tion of new facilities is sufficient com- 
pensation until such new service fa- 
cilities are used for the public service. 

In the case of Department of Public 
Works v. West Coast Teleph. Co. 
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(Wash) PUR1933A 487, it was held 
that construction work in progress 
should not be added to the fixed capital 
until the corresponding retirements, if 
any, have been made and until the rev- 
enues to be realized from the work in 
progress can be added to the operating 
revenues, in view of the fact that inter- 
est during construction is sufficient to 
compensate the investor for capital 
used in construction work. 

[3] Property Held for Future Tele- 
phone Use. No interest is capitalized 
while the property is carried in this 
account. Therefore, it will be allowed 
in the rate base. 

Materials and Supplies. This 
amount was obtained by apportioning 
a part of Account No. 122, Materials 
and Supplies, as carried on the books 
of the company, to Kentucky intra- 
state operations. It is a_ tangible 
amount and will be allowed. 

[4] Cash Working Capital. This 
is not a tangible figure but was ar- 
rived at by a formula. It might be 
termed the estimated cash which the 
company must have to carry on its op- 
erations. Of course, the company must 
have cash working capital if it is to 
function. However, the record indi- 
cates that the accrued taxes of the 
company not due, exceed the estimated 
cash requirement. Furthermore, local 
service revenues are billed and col- 
lected in advance. No one can deny 
that among the first things a sub- 
scriber must do, upon becoming a sub- 
scriber, is to pay one month’s local 
service bill in advance and he con- 
tinues to pay in advance for the local 
service although the payments are not 
always paid the full thirty days in 
advance due to the fact that there 


is usually a period of grace of ten 
days within which the subscriber may 
pay his succeeding bills without pen- 
alty. 

The company claims there is a defi- 
nite possibility that the corporate in- 
come taxes laws may be changed in 
such a way as materially to affect the 
funds available from tax accruals. It 
has repeatedly been held that it is not 
within the ambit of regulatory bodies 
to anticipaté changes in the law. We 
must govern ourselves by the law as 
it is today. This point is so well set- 
tled that it is not necessary to cite 
cases. It is common knowledge that 
corporations, unlike individuals, pay 
income taxes a year or more in ar- 
rears. Corporations on March 15, 
1950, were required to pay one-fourth 
of their 1949 income taxes. The next 
one-fourth will not be due until June 
15, 1950, and, by that time, of course, 
tax accruals will have been made ap- 
plicable to the first part of the year 
1950. 

A few of the recent cases supporting 
our views with respect to cash work- 
ing capital are: Re Michigan Bell 
Teleph. Co. (Mich 1945) 62 PUR NS 
77 ; Re Cities Service Gas Co. (1943) 
3 FPC 459, 50 PUR NS 65; and Re 
Interstate Nat. Gas Co. (1943) 3 FPC 
416, 48 PUR NS 267. 

This ap- 


Depreciation Reserve. 
pears on Company Exhibit No. 13 and 
on the table above in the amount of 
$3,421,271 and has been deducted 
from the gross figure in order to ar- 
rive at the net book amount. 


Summary of Adjustments. Listed 
below is a summary of the net book 
cost rate base for Kentucky intrastate 
services after adjustments : 
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Taste II 


Telephone Plant in Service 
ba = ce Plant under Construc- 


$9,923,656 


real Held for Future Tele- 
phone Use 

Materials and Supplies 

Cash Working Capital 


- 
2,633 
133,361 


$10,059,650 


Depreciation Reserve 3,421,271 


Book Cost Less Depreciation Re- 
$6,638,379 


[5] Reproduction Cost New. Ap- 
plicant through its witnesses intro- 
duced considerable testimony and ex- 
hibit material, relative to reproduction 
cost new less existing depreciation ; 
this is commonly referred to as RCN. 

KRS 278.290 reads in part as fol- 
lows: “ In fixing the value of 
any property under this subsection, the 
Commission shall give due considera- 
tion to the history and development of 
the utility and its property, original 
cost, cost of reproduction as a going 
concern, and other elements of value 
recognized by the law of the land for 
rate-making purposes.” 

In considering the history and de- 
velopment of the utility and its prop- 
erty, we find in this case that for the 
most part its history has been a pros- 
perous one; that it has developed as a 
part of the Cincinnati and Suburban 
Bell Telephone Company, which in 
turn is affiliated with the American 
Telephone and Telegraph Company, 
although that company does not own 
the controlling interest ; that the books 
and records of applicant accurately re- 
flect the investment in property and 
equipment; that the original cost re- 
flected on the books is reliable, ac- 
curate, current, and continuing; that 
the cost of reproduction as a going 
concern is too conjectural to have pro- 
bative value and is subject to the many 
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other familiar objections which will be 
discussed hereinafter and that we must 
look to recent cases decided by the Su- 
preme Court of the United States, in 
order to determine the other elements 
of value recognized by the law of the 
land for rate-making purposes, and 
perhaps we must likewise look to that 
court to determine the weighting that 
must be given to the various elements. 

In the case of Canadian River Gas 
Co. v. Federal Power Commission 
(1945) 324 US 581, 89 L ed 1206, 
58 PUR NS 65, 80, 65 S Ct 829. The 
court at pages 604, 605 said: 

The Commission rejected 
estimates of reproduction cost new less 
observed depreciation because they 
were ‘too conjectural to have probative 
value’ and adopted original cost as 
‘the best and only reliable evidence as 
to property values.’ 43 PUR NS at 
pp. 213, 214. Canadian maintains 
that if its leaseholds are to be included 
in the rate base, it was improper to 
value them as the Commission did. 
Canadian offered evidence that their 
present market value was much high- 
er. It also offered evidence of a com- 
modity market value of natural gas 
per thousand cubic feet which would 
give a much higher value to the pro- 
duction phase of Canadian’s business. 
We do not stop to develop the details 
of these lines of evidence. We can- 
not say that the Commission was un- 
der a duty to put the leaseholds into 
the rate base at the valuation urged by 
Canadian unless we revise what we 
said in Federal Power Commission v. 
Natural Gas Pipeline Co. (1942) 315 
US 575, 586, 86 L ed 1037, 1049, 42 
PUR NS 129, 62 S Ct 736, and over- 
rule Federal Power Commission v. 
Hope Nat. Gas Co. (1944) 320 US 
83 PUR NS 
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591, 88 L ed 333, 51 PUR NS 193, 
64 S Ct 281. We held in those cases 
that the Commission was not bound 
to the use of any single formula in de- 
termining rates. And in the Hope 
Natural Gas Company Case we sus- 
tained a rate order based on actual 
legitimate cost against an insistent 
claim that the producing properties 
should be given a valuation which re- 
flected the market price of the gas. In 
those cases we held that the question 
for the courts when a rate order is 
challenged is whether the order viewed 
in its entirety and measured by its end 
results meets the requirements of the 
act. That is not a standard so vague 


and devoid of meaning as to render 
judicial review a perfunctory process. 
It is a standard of finance resting on 


stubborn facts. . . . 
In the Hope Case (1944) 320 US 


” 


571, 88 L ed 333, 344, 51 PUR NS 
193, 199, 64 S Ct 281, the Supreme 
Court said: 

“. . . The heart of the matter is 
that rates cannot be made to depend 
upon ‘fair value,’ when the value of 
the going enterprise depends on earn- 
ings under whatever rates may be an- 
ticipated.” 

The Utah Public Service Commis- 
sion, in Public Service Commission v. 
Utah Power & Light Co. (1943) 50 
PUR NS 133, 147, said: 

“ . . It is idle to argue that the 
obligations of the ratepayers to the 
company should be based on the fluc- 
tuating value of the dollar when the 
company had no such obligation to its 
investors.” 

The District of Columbia Public 
Utilities Commission in the case of Re 
Potomac Electric Power Co. (1944) 
55 PUR NS 65, held that a rate base 
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predicated upon original cost is fair to 
the utility, its investors, and consum- 
ers, because it gives recognition to 
every dollar actually invested in the 
property. 

We are also of the opinion that re- 
production cost new, as presented in 
this case, is too conjectural — being 
premised in large part upon Western 
Electric Company translators, that it 
is no indication of the capital require- 
ments of the company, and that the 
present fluctuating value of the dollar 
renders it unworkable in that the study 
made in 1949 may already be obso- 
lete. 

The RCN figures were presented in 
conjunction with what the company 
termed “existing depreciation.” Com- 
pany witnesses testified that the exist- 
ing depreciation which they associated 
with RCN, but did not associate with 
original cost, was a much lower per- 
centage than the depreciation reserve, 
as shown by the books of the company 
when that reserve is related to book 
cost of plant. However, applicant’s 
witnesses made no attempt to adjust 
the depreciation expense downward, 
based upon their existing depreciation 
studies. 

The Hope Case, supra, holds that 
annual depreciation should be based on 
cost, and that under such a procedure, 
the utility is made whole, and the in- 
tegrity of its investment maintained. 
No more is required. The case cites 
several other cases in accord. 

The determination of existing de- 
preciation is also a speculative matter. 
How can one determine the deprecia- 
tion that has taken place in an electric 
light bulb that is still burning? 

[6] Company Exhibit No. 1, at 
page 16, directs applicant to carry its 
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plant accounts at original cost and to 
make disposition of any amounts in 
excess thereof. We believe that the 
book cost rate base approximates the 
dollars used in the business, and that 
RCN less existing depreciation today 
bears no relationship whatsoever to 
dollars actually invested in the busi- 
ness. 

The Commission has, in its judg- 
ment, weighed the elements to be con- 
sidered in arriving at a rate base that 
is fair and reasonable both to the com- 
pany and to its customers and finds 
that the rate base of Citizens Tele- 
phone Company, in this case, should 
be $7,000,000 when related to Net Op- 
erating Income, and $7,323,780 
(which includes plant under construc- 
tion) when related to Net Income. 


Operating Revenues 


Total Operating Revenues for the 


period July 1, 1948, through June 30, 
1949, after providing for uncollecti- 
bles, were $2,613,846. This is re- 
flected on Company Exhibit No. 18, 
part I, page 1, and has not been ques- 
tioned. 


Operating Expenses 


Operating Expenses excluding Op- 
erating Taxes for the test period, i. e., 
July 1, 1948, through June 30, 1949, 
are stated on Company Exhibit 18 in 
the amount of $2,067,539. On the 
same Exhibit, Operating Taxes are 
stated at $301,382 making a total of 
$2,368,921. 


Rate of Return 


[7] Applicant contends that it 
should be allowed a rate of return on 
its Kentucky intrastate property of be- 
tween 7.2 per cent and 7.3 per cent. 
Mr. Martindell, a witness for the com- 


137 


pany, presented elaborate testimony 
and exhibits pertaining to rate of re- 
turn. Company Exhibit No. 21, sec- 
tion 18, page 1, prepared by Mr. Mar- 
tindell, places the rate of return at 
6.254 per cent which appears on line 4. 
On the next line, however, line 5, an 
adjustment is made for higher risks in 
Kentucky of 20 per cent. The 20 per 
cent increase is worked out on line 6 
and we note that the higher risk has 
been applied to the equity portion of 
the hypothetical capital ratio only. In 
other words, a higher risk was not 
claimed for the debt capital but was left 
unchanged at 3 per cent. If debt capi- 
tal can be obtained as cheaply for Ken- 
tucky operations as for Ohio opera- 
tions, it appears to us inconsistent to 
claim that equity capital for Ken- 
tucky operations would cost 20 per 
cent more in Kentucky than in Ohio. 
In the first place, however, we are not 
convinced that there should be any dif- 
ference in the cost of money for the 
two operations which, for all practical 
purposes, are operated by the same 
company and thus capital must be ob- 
tained through identical channels. The 
Cincinnati & Suburban Bell Telephone 
Company not only owns the capital 
stock of the applicant but it also owns 
all of the properties which applicant 
operates and the greater part of the 
investments in buildings and central 
office equipment, represents facilities 
which are located in Cincinnati and 
used jointly in its broadest sense. This 
is true of both local facilities and toll 
facilities because the same dial central 
office facilities and toll switchboards 
serve the entire metropolitan exchange 
area. 

We believe that a return of 6 per 
cent is fair and reasonable for this 
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company under the circumstances. 
This is only slightly less than the re- 
turn which Mr. Martindell advocated 
before applying his risk factor to the 
equity capital for Kentucky only. We 
might also add that it is common 
knowledge that the cost of money is 
less today than it was ten years ago 
and that even then a 6 per cent rate of 
return was usually considered ample 
for most nonspeculative utility opera- 
tions. 


Conclusion 


A 6 per cent return on the $7,000,- 
000 rate base would require Net Op- 
erating Income of $420,000. The ac- 
tual Net Operating Income for the 
test period was $244,925. This is ar- 
rived at by deducting operating ex- 
penses of $2,368,921 from operating 
revenues of $2,613,846. Thus the de- 
ficiency was $175,075. After giving 
effect to Federal and state income 
taxes and the one per cent general 
services and licenses payment to the 
American Telephone and Telegraph 
Company, a rate increase of $292,000 
would have been required to wipe out 
the deficiency. 

If we should use the rate base of $7,- 
323,780 and the 6 per cent rate of re- 
turn, a net income of $439,427 would 
be indicated. The actual net income 
available for fixed charges, dividends, 
and surplus during the test period was 
$206,216. Thus under this assump- 
tion, there would be a deficiency of 
$233,211 which would require an in- 
crease in gross receipts of $388,000. 

The increase in local service rates 


and charges for which applicant seeks 
authorization in the Kentucky Metro- 
politan exchange area alone is an 
amount falling slightly more than mid- 
way between the $292,000 and the 
$388,000 figures mentioned above. 

There have been no protests as to 
applicant’s service. The data fur- 
nished in response to staff requests, 
and made a part of the record in this 
proceeding, indicates that the company 
has made good progress with its con- 
struction program and, as of Decem- 
ber 1, 1949, had only 689 held orders 
for service which indicates that the 
company is rendering good and ade- 
quate service. Furthermore, it ap- 
pears that applicant realizes certain 
economies resulting from the operation 
of the metropolitan exchange area as 
a single unit. Moreover, uniform lo- 
cal service rates and charges are man- 
ifestly desirable if reasonable for a 
telephone company. 

Therefore, applicant’s proposed 
rates and charges for local service in 
and to the metropolitan exchange area, 
which it is now collecting under bond, 
as provided by KRS 278.190, will be, 
and are, hereby approved; the rates 
and charges for local service, other 
than for the metropolitan exchange 
area service, and the intrastate toll 
rates which applicant is likewise col- 
lecting under bond, are hereby nulli- 
fied, canceled, and held for naught, and 
the company shall proceed to refund 
the excess amount collected under the 
voided rates over and above the rates 
which have been authorized. 
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Mrs. E. J. Straube et al. 


Vv 


Bowling Cetin Gas Company 


No. 41307 
— Mo —, 227 SW2d 666 


February 13, 1950; motion for rehearing or to transfer to 
court en banc denied March 13, 1950 


PPEAL from judgment dismissing petition to determine 
A ownership of, and to recover an interest in, funds refunded 
to natural gas distributing company upon affirmance of wholesale 

rate reduction order; judgment affirmed. 


Reparation, § 9 — Jurisdiction of court — Ownership of refunds to distributing 
company. 

1. The district court, rather than the Commission, has jurisdiction to 
determine both the ownership of funds received by the distributor of natural 
gas from a Federal court upon affirmance of a rate reduction order of the 
Federal Power Commission and the interest of ultimate customers in al- 
legedly excessive amounts collected by the natural gas company from its 
customers after the effective date of the rate reduction order, p. 141. 


Reparation, § 11 — Jurisdiction of Commission — Award of refund. 
2. The Commission -is an administrative body only, with no power to 
exercise a judicial function, to promulgate an order requiring pecuniary 
reparation or refund, or to determine damages, p. 142. 


Rates, § 124 — Reascnableness — Definite return. 
3. Rates must be just and reasonable, but they need not yield any particular 
return, since what constitutes a fair return is only the basis for the rate 
fixed by the Commission, p. 145. 


Reparation, § 3 — Right to refund — Constitutional limitations. 
4. Money collected by a utility under an established rate schedule becomes 
the property of the utility, of which it cannot be deprived by either legis- 
lative or judicial action without violating the due process provisions of the 
state and Federal Constitutions, p. 145. 


Reparation, § 43.1 — Ownership of impounded fund — Reduction of wholesale 
gas rate. 
5. Natural gas customers may not recover from a distributing company 
any proportional interest in funds refunded to the company upon af- 
firmance of a rate reduction order of the Federal Power Commission, or 
in rates collected by the distributing company after the effective date of the 
order, where it charged rates approved by the Commission, p. 145. 
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Courts, § 1 — Limitation upon powers — Courts of equity. 


6. Courts of equity can no more disregard statutory and constitutional 
requirements and provisions than can courts of law, p. 145. 


APPEARANCES: Long & Mcllroy, 
Bowling Green, Rendlen, White & 
Rendlen, Hannibal, for appellants, 
William L. Hungate, Troy, of coun- 
sel; John H. Haley, James D. Clem- 
ens, Bowling Green, for respondent. 


Datton, J.: Action in equity by 
which plaintiffs seek to determine the 
ownership of and recover an interest 
in certain funds received by the de- 
fendant. The trial court sustained a 
motion to dismiss and plaintiffs have 
appealed. 

Respondent is a distributor of nat- 
ural gas within the city of Bowling 
Green, Missouri. Appellants are some 
of respondent’s customers and the 
users of natural gas in said city. As 
representatives of such class, appel- 
lants have instituted this action for 
themselves and for all others similarly 
situated to compel respondent to pay 
to its customers their alleged respec- 
tive proportional interest in two men- 
tioned funds. One fund is the amount 
received by respondent from the reg- 
istry of the United States circuit court 
of appeals of the eighth circuit upon 
the affirmance of a rate reduction or- 
der of the Federal Power Commission 
and the other is the alleged excess 
amount collected by respondent from 
its customers after the rate reduction 
order was in effect as to respondent’s 
purchases of gas and before a new rate 
had been established to respondent’s 
customers. Appellants asked a “de- 
cree and judgment permanently re- 
straining and enjoining defendant 
from directly or indirectly claiming or 
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asserting any rights to either of said 
funds,” determining defendant’s in- 
debtedness to plaintiffs “and ordering 
and directing defendant to deliver and 
pay over to plaintiffs and the persons 
comprising the class which plaintiffs 
represent, the several amounts so 
found to be due each.” 

Respondent at all times collected 
for gas sold to its customers at a rate 
established and approved by the Pub- 
lic Service Commission of Missouri, 
but during the period in question’ re- 
spondent had been buying gas from 
the Panhandle Eastern Pipe Line 
Company, a corporation, and paying 
therefor at a fixed rate undiminished 
by the rate reduction order of the Fed- 
eral Power Commission. The excess 
so collected above the new rate was 
deposited by the pipe-line company 
in the registry of the Federal court 
pending the disposition of that litiga- 
tion. At the close of the litigation, 
the rate reduction order of the Federal 
Power Commission was affirmed and 
a refund was made to respondent of 
the total excess amount which had 
been collected by the Panhandle East- 
ern Pipe Line Company from respond- 
ent. 


Appellants alleged “that under an 
appropriate order of said United 
States circuit court of appeals for the 
eighth circuit, the defendant was per- 
mitted to draw down the sum of $23,- 
529.01 which was the amount allo- 
cated to defendant for the impound- 
ment period October, 1942, through 
September, 1945, after filing a due and 
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proper undertaking by the terms of 
which defendant was to pay to the ulti- 
mate consumers, being defendant’s 
customers, including plaintiffs, any 
amounts which a court of competent 
jurisdiction might determine to be 
due.” Appellants’ claim to this fund 
is based on the theory that the reduc- 
tion in the cost of gas to respondent 
should be passed on to respondent’s 
customers, the ultimate consumers of 
the gas. 

The petition is in two counts and 
concerns the two funds, one in the sum 
of $23,529.01, mentioned supra, and 
the other in the sum of $536.34, which, 
as stated, represents the alleged excess 
collected by respondent from its cus- 
tomers for gas at the established rate, 
after the refund and reduction order 
were in effect and before respondent, 
with the approval of the Public Serv- 
ice Commission of Missouri, reduced 
its rate to its customers. The subse- 
quent rate reduction by respondent to 
its customers was based upon the fact 
that respondent was then purchasing 
gas from the pipe-line company at the 
reduced rate. Appellants further al- 
leged that respondent was under the 
regulation and control of the Public 
Service Commission of Missouri and 
“earned not less than the maximum 
return upon the investment as allowed 
and fixed by the Public Service Com- 
mission of Missouri, not including the 
amount impounded by the U. S. cir- 
cuit court of appeals for the eighth 
circuit.” Appellants contend that re- 
spondent’s retention of the funds men- 
tioned constitutes an unjust enrich- 
ment of respondent at the expense of 
its customers and that the customers 
are entitled to their respective propor- 
tional interest in the funds. The trial 
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court sustained a motion to dismiss 
the petition and assigned as grounds 
therefor that the court was “without 
jurisdiction to determine reasonable 
rates or to order repayment of moneys 
received in accordance with rates fixed 
by the Public Service Commission of 
Missouri.” 

The petition appears to confuse mat- 
ters within the jurisdiction of the Pub- 
lic Service Commission of Missouri 
under Art 4, Chap 35, § 5644 et seq., 
RS 1939, Mo RSA, with matters 
within the jurisdiction of the circuit 
court, because appellants not only 
prayed the court to determine the re- 
spective interests of the appellants as 
a class and as individuals in and to 
the respective funds, but also prayed 
for an order requiring respondent to 
produce its books, records, and ac- 
counts so that the interest of the ap- 
pellants and of all of the others in the 
class with appellants in the fund could 
be establishd and determined and so 
that the investment and the earnings 
of respondent could be determined. We 
think the record requires a decision as 
to whether or not appellants stated a 
claim upon which relief could be grant- 
ed for the determination of property 
rights and for relief in equity, mat- 
ters within the jurisdiction of the cir- 
cuit court. 

[1] Appellants say that the action is 
“purely and simply a matter of unjust 
enrichment” ; that it “does not involve 
reasonableness of rate nor return of 
any money collected under the rate by 
respondent from its own funds” ; that 
“the rate had long since been charged 
and collected in full by respondent” ; 
and that “at the outset the rate for the 
respondent was fixed by the Public 
Service Commission in the regular 
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statutory manner.” There is no con- 
tention that respondent at any time 
collected any amount in excess of the 
rate filed with and approved by the 
Public Service Commission of Mis- 
souri. The pleadings admit that, dur- 
ing the entire period in question, re- 
spondent charged, and appellants paid 
for the natural gas used by them, no 
more and no less than that provided by 
the rate schedules so filed and ap- 
proved. Appellants do not complain 
of these rate schedules nor seek a mod- 
ification thereof, but appellants con- 
tend that, if respondent retains the 
two funds mentioned it will receive a 
sum in excess of the maximum return 
upon which the rate was based. The 
question presented concerns only the 
property rights, if any, of the appel- 
lants and the other customers of re- 
spondent in the particular funds de- 
scribed in the petition. Jurisdiction 


to determine these rights was vested 


in the circuit court. Article 5, §§ 1, 
14, Const Mo 1945, Mo RSA. The 
Public Service Commission of Mis- 
souri has no jurisdiction of such a con- 
troversy. 


[2] “The Public Service Commis- 
sion is an administrative body only, 
and not a court, and hence the Com- 
mission has no power to exercise or 
perform a judicial function, or to pro- 
mulgate an order requiring a pecuni- 
ary reparation or refund.” State ex 
rel. Laundry v. Public Service Com- 
mission, 327 Mo 93, PUR1931B 376, 
392, 34 SW2d 37, 46; May Depart- 
ment Stores Co. v. Union Electric 
Light & P. Co. (1937) 341 Mo 299, 
21 PUR NS 77, 101, 107 SW2d 41, 
57; State ex rel. Rutledge v. Public 
Service Commission (1926) 316 Mo 
233, 289 SW 785, 787. “The Com- 


mission ‘has no power to declare or 
enforce any principle of law or equity’ 

and as a result it cannot de- 
termine damages or award pecuniary 
relief.” American Petroleum Ex- 
change v. Public Service Commission 
(1943) 351 Mo —, 172 SW2d 952, 
955. 


While the circuit court dismissed 
for want of jurisdiction, the judgment 
of dismissal is presented for review on 
this appeal and we may reverse or af- 
firm or give such judgment as such 
court ought to have given. Section 
140(c) of the General Code for Civil 
Procedure, Laws 1943, p 395, Mo 
RSA § 847.140(c) provides: “The 
appellate court shall examine the 
transcript on appeal and, subject to 
the provision of subsections (a) 
and (b) of this section, award 
a new trial or partial new trial, 
reverse or affirm the judgment or 
order of the trial court, or give such 
judgment as such court ought to have 
given, as to the appellate court shall 
seem agreeable to law. Unless justice 
requires otherwise the court shall dis- 
pose finally of the case on appeal and 
no new trial shall be ordered as to is- 
sues in which no error appears.” 

Appellants’ theory of unjust enrich- 
ment is based on the facts stated, to 
wit, that respondent was paying a 
fixed rate for gas purchased from the 
Panhandle Eastern Pipe Line Com- 
pany and was selling the gas to its 
customers at a rate fixed and approved 
by the Public Service Commission of 
Missouri; that the cost of gas to re- 
spondent was taken into consideration 
by the Public Service Commission of 
Missouri in fixing the reasonable rate 
at which respondent should sell gas to 
its customers; that respondent was 
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prohibited by law from collecting or 
receiving any money in excess of the 
established rate, § 5645, RS 1939, Mo 
RSA; that, if respondent charged its 
customers any sum in excess of the 
established rate, the customers could 
recover it (May Department Stores 
Co. v. Union Electric Light & P. Co. 
supra); that respondent had charged 
and collected from its customers the 
maximum rate fixed by the Public 
Service Commission; that, thereafter, 
respondent received the rate reduction 
in the cost of gas and the refund, as 
alleged, and holds it under a claim of 
right; and that, after the rate reduc- 
tion to respondent was in effect, re- 
spondent for a further period men- 
tioned continued to collect for gas at 
the established rate, until a new and 
reduced rate to respondent’s customers 
was filed and approved by the Public 
Service Commission. 

Appellants say that their claim is 
based on the “matter of a reduction in 
one of the fixed items composing the 
rate which was unforeseen at the time 
the rate was fixed”’ ; and that respond- 
ent was a mere conduit, since respond- 
ent collected the wholesale cost of the 
gas from its customers and immedi- 
ately paid it to the pipe-line company 
with no portion thereof remaining in 
respondent’s hands. Appellants argue 
that “respondent is not equitably en- 
titled to the money”; that “the finan- 
cial status of respondent will not be 
altered in any way if the two funds are 
returned to the appellants, the ultimate 
consumers of the gas”’ ; that if respond- 
ent retains “this money it would be re- 
ceiving a ‘windfall,’ an unjust enrich- 
ment”; and that “the two sums, if re- 
tained by the respondent, would be 
money in addition to the money law- 
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fully retained by the respondent under 
the rate fixed by the Public Service 
Commission.” Appellants further in- 
sist that the purpose of the Natural 
Gas Act, § 1, 15 USCA § 717, was to 
protect the ultimate consumers and not 
the intermediate utility. Mississippi 
River Fuel Corp. v. Federal Power 
Commission (1941) 40 PUR NS 213, 
121 F2d 159, 164; Federal Power 
Commission v. Interstate Nat. Gas Co. 
(1949) 336 US 577, 93 L ed 895, 79 
PUR NS 45, 69 S Ct 775, 778. It 
is also said that the act establishing 
the Public Service Commission was 
designated to protect the public and 
only incidentally, the utility. State ex 
rel. Electric Co. v. Atkinson, 275 Mo 
325, PURI919A 343, 204 SW 897, 
899. Appellants say that the sole pur- 
pose of this action is to determine 
whether the distributor or ultimate 
consumer is entitled to the funds men- 
If, on the facts stated in the 


tioned. 
petition, the appellants are entitled to 
no part of either fund, the judgment 
must be affirmed. 


Appellants concede that their rights 
are to be determined under state law 
and cite Central States Electric Co. v. 
Muscatine, Iowa (1945) 324 US 138, 
89 L ed 801, 57 PUR NS 81, 65 S Ct 
565, 568. In support of their claim 
to the two funds, appellants cite Fed- 
eral Power Commission v. Interstate 
Nat. Gas Co. supra, and say that the 
facts and law in that case closely par- 
allel the present case. Reference is 
had to that case for “a plain statement 
of appellants’ contention herein.”” That 
case involved the distribution of a 
fund in the custody and control of the 
Federal court, a fund accumulated un- 
der the direction and orders of the 
court, a fund of the court’s own crea- 
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tion. Claims to the fund were “de- 
terminable solely with reference to 
Federal law.” In this case, we are not 
here called upon to distribute a trust 
fund of the court’s own creation. This 
court has no custody of the funds here 
in question, nor any discretion to dis- 
tribute them under equitable princi- 
ples, as discussed in Inland Steel Co. 
v. United States (1939) 306 US 153, 
83 L ed 557, 59 S Ct 415, 418; United 
States v. Morgan (1939) 307 US 
183, 83 L ed 1211, 29 PUR NS 47, 
59 S Ct 795, 801. Nor is the distri- 
bution of the funds an administrative 
matter, as discussed in the case of 
Federal Power Commission v. Inter- 
state Nat. Gas Co. supra, 79 PUR NS 
at p. 49, 69 S Ct at p. 779. In that 
case the court said: “Distribution of 


the fund should not involve prolonged 
litigation. It is an administrative mat- 
ter involving the exercise of an in- 


formed judgment by the Federal court 
and should have the flexibility and dis- 
patch which characterize the adminis- 
trative process.” 

Other authorities cited by appellants 
include Nodaway County v. Kidder 
(1939) 344 Mo 795, 129 SW2d 857; 
Indiana Truck Co. v. Standard Acci- 
dent Insurance Co. (1936) 232 Mo 
App 63, 89 SW2d 97; York v. Farm- 
ers’ Bank (1903) 105 Mo App 127, 
79 SW 968; ALI Restatement, Res- 
titution, § 160, comment (d); Pom- 
eroy, Equity (5th ed) § 1047, par. 2; 
41 CJ 47, Money Received, § 34; 58 
CJS, Money Received, § 15, p. 924; 
4 Am Jur 508, Assumpsit, § 20. 

These authorities do not aid appel- 
lants under the facts stated in their 
petition and conceded in their brief. 
The Nodaway County Case, supra, 
was an action for money had and re- 
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ceived by defendant to plaintiff’s use. 
In that case a county judge had been 
paid county funds to which he was not 
entitled. He had collected money for 
services in addition to the salary pro- 
vided by law. The county was per- 
mitted to recover the funds wrong- 
fully collected by the defendant and to 
which he was not entitled. Appellants 
rely upon a statement in that opinion 
to the effect that an action for money 
had and received “lies whenever one 
person has received money belonging 
to another which in equity and good 
conscience he ought to pay to the own- 
er.” (Italics ours.) 129 SW2d at p. 
861. 


In the Indiana Truck Company 
Case, supra, the court said that, “in 
accepting payment from the county, 
defendant has received and is retain- 
ing money which rightiuliy should 
have gone to plaintiff under and by 
virtue of its assignments duly executed 
to it and on file with the county court.” 
89 SW2d at p. 105. 

In the York Case, supra, the court 
points out the necessity of showing 
that the plaintiff was “legally enti- 
tled” to the fund received by the de- 
fendant. The American Law Insti- 
tute Restatement of the Law of Res- 
titution, § 160 comment (d) refers to 
unjust enrichment and unjust priva- 
tion and states that “in most cases 
where a constructive trust is imposed, 
the result is to restore to plaintiff 
property of which he has been unjust- 
ly deprived and to take from the de- 
fendant property, the retention of 
which by him would result in a corre- 
sponding unjust enrichment of the de- 
fendant.” The other authorities point 
out that an action for money had and 
received lies against a party for money 
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received “if in equity and good con- 
science he is not entitled to hold it 
against the true owner.” The pur- 
pose of the action “is to afford relief 
when it is shown that money or its 
equivalent has been received under cir- 
cumstances under which such person 
receiving same should not retain it, 
and should, according to equity and 
conscience, be returned to the party to 
whom it belongs.” Ford-Davis Mfg. 
Co. v. Maggee (Mo App 1921) 233 
SW 267, 268. 

[3] While appellants charge that 
the receipt of the two funds permits 
respondent to have a return in excess 
of a “maximum return upon the in- 
vestment as allowed by the Public 
Service Commission of Missouri,” 
appellants concede that the definite 
rate, which the respondent could and 
did charge, was prescribed by the 
Commission. What constitutes a fair 
return is only the basis for the rate 
fixed. Section 5645, RS 1939, Mo 
RSA. The rate must be just and rea- 
sonable. The ultimate return to re- 
spondent as a result of the rate so fixed 
and subsequently charged and col- 
lected will necessarily vary from time 
to time. ‘The law, of course, did not 
require that the rates at any time yield 
any particular return.” State ex rel. 
Capital City Water Co. v. Public Serv- 
ice Commission (1923) 298 Mo 524, 
252 SW 446, 456. No maximum or 
minimum return was determined when 
the rate was established. The conten- 
tion and allegation that, if respondent 
is permitted to retain the said funds, it 
will result in respondent having 
charged and collected in excess of the 
“maximum return” cannot aid appel- 
lants, since the law of the state only 
provides for the fixing of rates and 
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does not fix the maximum return 
thereunder. 

[46] The facts alleged by appel- 
lants in the petition before us show 
that respondent lawfully came into 
possession, custody and control of both 
funds without any encroachment upon 
the rights of the appellants. Respond- 
ent never collected and appellants never 
paid more than the legally established 
rate for gas furnished by respondent 
and appellants’ rights were never in- 
vaded. The money legally and prop- 
erly collected from appellants under 
the established rate schedules became 
and was the property of respondent. 
When the established rate of a utility 
has been followed, the amount so col- 
lected becomes the property of the util- 
ity, of which it cannot be deprived by 
either legislative or judicial action 
without violating the due process pro- 
visions of the state and Federal Con- 
stitutions. Mo RSA Const Art 1, 
§ 10; USCA Const Amend 14. Ari- 
zona Grocery Co. v. Atchison T. & 
S. F. R. Co. (1932) 284 US 370, 76 
L ed 348, 52 S Ct 183; (1931) 49 F2d 
563, 569; Farmers Union Livestock 
Commission v. Union P. R. Co. 
(1939) 135 Neb 689, 28 PUR NS 
416, 283 NW 498, 504; Miller Mill 
Co. v. Louisville & N. R. Co. (1921) 
207 Ala 253, 92 So 797, 802; St. 
Louis-S. F. R. Co. v. State (1932) 
155 Okla 236, 8 P2d 744, 745; State 
ex rel. Boynton v. Public Service 
Commission, 135 Kan 491, PUR 
1933A 415, 11 P2d 999, 1006. Ap- 
pellants’ rights not having been in- 
vaded by the charges and collections 
made by respondent there was no basis 
in law or equity for appellants to claim 
either of the mentioned funds. 
“Courts of equity have no more au- 
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thority to disregard plain provisions 
of a statute than do courts of law. 
Equity follows the law. The rule in 
this regard is well stated in 10 RCL 
p. 382, as follows: ‘Courts of equity 
can no more disregard statutory and 
constitutional requirements and provi- 
sions than can courts of law. They 
are bound by positive provisions of a 
statute equally with courts of law. 
. So wherever the rights or the 
situation of the parties are clearly de- 
fined and established by law, whether 
it be common or statutory, equity has 
no power to change or unsettle those 
rights or that situation. aes 
Aetna Insurance Co. v. O’Malley 
(1938) 342 Mo 800, 118 SW2d 3, 
10. No facts are stated to support a 
conclusion that the appellants were 
“the true owners” of either fund in 
law or in equity, or that appellants 
were “beneficially entitled” to either 
fund. Further, while both funds were 
received by respondent, one upon the 
orders of the Federal court, and -the 


other by the collections for gas at the 
legally established rate, appellants’ 
right of recovery on any theory of un- 
just enrichment necessarily depends 
upon whether, by the receipt of the 
funds, respondent was enriched at the 
loss and expense of the appellants. 
-? unjust enrichment of a 
person occurs when he has and retains 
money or benefits which in justice and 
equity belong to another.” Hummel 
v. Hummel (1938) 133 Ohio St 520, 
14 NE2d 923, 927. Since the facts 
alleged show no “unjust privation”’ of 
appellants and no legal or equitable 
rights in appellants as to either fund, 
there could be no “unjust enrichment” 
of respondent at the expense and loss 
of appellants. 

We hold that neither count of the 
petition stated a claim upon which re- 
lief could be granted. The court did 
not err in sustaining the motion to 
dismiss. The judgment is affirmed. 

All concur. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Metropolitan Transit Authority 


D.P.U. 8470-Q, D.P.U. 8852 
May 19, 1950 


PPLICATION by transit authority for permission to extend 
A service over route served by another motor carrier and 
investigation of present operating rights; authority granted and 

existing carrier's certificate revoked. 


Monopoly and competition, § 2 — Passenger transportation — Regulated monopoly. 


1. Public welfare is best served by a regulated monopoly in the field of 
passenger transportation as well as in the other fields of public utility 


operations, p. 150. 
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Certificates of convenience and necessity, § 146 — Basis for revocation — Ex- 


tension of new service. 


2. Evidence justifying a finding that public interest requires the extension 
of a transit company’s service along streets being served by a licensed motor 
carrier requires a finding that it is in the public interest to revoke the 
existing carrier’s certificate, p. 150. 


(WuouLey, Commissioner, dissents.) 


APPEARANCES: Willis B. ‘Downey 
and William J. Fitzsimmons, for Met- 
ropolitan Transit Authority; Nyman 
H. Kolodny and Barrett Elkins, for 
Pierce Bus Lines, Inc. 


By the DEPARTMENT: Metropoli- 
tan Transit Authority filed on October 
13, 1949, in accordance with § 10 of 
Chap. 544 of the Acts of 1947, appli- 
cation for a license to operate motor 
vehicles for hire for the carrying of 
passengers in Boston over River street 
in the Hyde Park district between the 
junction of Hyde Park avenue and 
River street (Cleary Square) and the 
Boston-Dedham line. Upon investi- 
gation, it was found that Pierce Bus 
Lines, Inc. presently operates a bus 
line on the route over which such au- 
thority was sought, at least in part, 
and the Department thereupon en- 
tered upon an investigation upon its 
own motion (D.P.U. 8852) to deter- 
mine whether public convenience and 
necessity presently exists which would 
require the operation of this line by 
Pierce Bus Lines, Inc. It was the in- 
tenticn of the Department in so pro- 
ceeding to determine whether the 
transportation needs of the public, in 
the event a license were to be granted 
to the M.T.A., could or should be 
served by two bus lines operating over 
the same route. 

A public hearing was held on the 
application of the M.T.A. (D.P.U. 
8470-Q) on October 31, 1949, before 
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an employee of the Department there- 
to delegated under § 4 of G.L., Chap. 
25. . However, although counsel for 
Pierce did not object to the procedure 
therein followed, it appears that there 
was no sworn testimony taken at this 
hearing. The Commission thereupon 
concluded that its decision in a matter 
of this nature should be based upon 
more formal evidence than was in the 
record. Accordingly, on the Depart- 
ment’s own motion, this hearing was 
reopened on March 23, 1950, and a 
formal record taken of the testimony 
of a number of witnesses, all of whom 
were subjected to or were available 
for cross-examination by counsel for 
Pierce. A public hearing after due 
notice was held in the investigation 
by the Department (D.P.U. 8852) on 
December 8, 1949, which was con- 
tinued until January 4, 1950. The 
two matters are considered together 
and the findings of fact made herein 
are applicable to both proceedings. 
Pierce Bus Lines now operates in 
the Hyde Park district of the city of 
Boston under certificate granted in 
1926 by the Department. Previous to 
1921, the Eastern Massachusetts 
Street Railway Company operated 
streetcars over the route in question, 
but it had abandoned service on this 
line. In 1921, no certificate of the 
Department for carriage of passengers 
for hire in motor vehicles was re- 
quired. In 1926, when the present 
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law came into being, Pierce applied 
for and received his present operating 
rights. The Pierce Line starts at 
Cleary Square, so-called, at which 
point it meets an existing bus route 
of the Metropolitan Transit Author- 
ity. The M.T.A. service runs north- 
erly from Cleary Square along Hyde 
Park avenue to the Forest Hills sta- 
tion of the M.T.A. elevated railway 
which carries passengers into the cen- 
ter of Boston. The distance from 
Cleary Square to the center of Boston 
is between 8 and 9 miles. Under the 
existing fares of the M.T.A. a passen- 
ger may ride from Cleary Square to 
any point on the M.T.A. system for a 
fare of 15 cents. 

From its beginning point in Cleary 
Square, the Pierce line runs south- 
westerly along River street a distance 
of about a mile and a half to the Bos- 
ton-Dedham line. It continues be- 


yond this point about a quarter of a 
mile to the junction of West Milton 
street, in Dedham, at which point it 


turns and continues southeasterly 
along West Milton street across the 
Boston-Dedham line again to Sprague 
street, at which point it turns south- 
westerly down Sprague street to a 
point near the Boston-Dedham line 
where the busses turn and go back into 
a shuttle operation. Pierce’s opera- 
tions beyond the point where River 
street crosses the Boston-Dedham line 
are relatively unimportant and the 
areas so served are either within rea- 
sonable distance of River street itself 
or of other means of transportation. 
The rate of fare under which Pierce 
is presently operating over this route 
is 5 cents. Passengers transferring to 
or from the Pierce line and using the 
rapid transit facilities of the M.T.A. 


at Cleary Square must, therefore, pay 
a total fare of 20 cents. 

At the time that Pierce instituted 
this service in 1921, he agreed with 
the municipal authorities that he 
would abandon service along certain 
other routes which he started at the 
same time, if and when the then Bos- 
ton Elevated Railway agreed to take 
over these operations. It is his con- 
tention that such agreement did not 
include the route in question which 
had theretofore been abandoned. We 
seriously doubt that any of the parties 
drew such a distinction originally, and 
we find, for what it is worth, that 
Pierce’s agreement covered the River 
street line as well as the other routes 
then initiated. In 1924 the Boston 
Elevated did take over all routes ex- 
cept the one in question, but failed to 
operate along River street. Pierce 
abandoned the other lines in accord- 
ance with his agreement but has con- 
tinued to operate the instant route un- 
til the present time. Pierce has no 
other certificated routes connecting 
with this operation, although he does 
operate unrelated bus lines in areas 
outside the city of Boston. 

Under Chap. 405 of the Acts of 
1923, the city of Boston bought the 
lines of the Eastern Massachusetts 
Street Railway Company in the Hyde 
Park district and then leased said lines 
to Boston Elevated Railway which, as 
we have pointed out, proceeded to op- 
erate all such lines except the one now 
operated by Pierce, as a part of its 
system at a single rate of fare. By 
Chap. 398 of the Acts of 1935 the 
legislature authorized the Boston Ele- 
vated Railway to run from Cleary 
Square to the Boston-Dedham line 
along River street at certain rates of 
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fare provided therein. This act was 
declared unconstitutional by the attor- 
ney general. See 1935 A.G. 62. By 
§ 16 of Chap. 544 of the Acts of 1947, 
the M.T.A. and the city of Boston 
were deemed to have entered into a 
contract for the use of the lines of the 
street railway acquired in 1923 by the 
city from the Eastern Massachusetts 
Street Railway Company. By Chap. 
572 of the Acts of 1949 title to the 
street railway lines hereinbefore re- 
ferred to was vested in the M.T.A. 
It appears, therefore, that the M.T.A. 
now owns the abandoned streetcar lo- 
cation along River street from Cleary 
Square to the Boston-Dedham line to- 
gether with whatever rights of opera- 
tion thereon the Eastern Massachu- 
setts Street Railway Company had 
prior to 1921. This situation does 


not, of course, obviate the necessity 
for the M.T.A.’s petition in D.P.U. 


8470-Q, since the Eastern Mass. 
would still have been required to 
obtain a certificate from the Depart- 
ment for the operation of motor 
vehicles over this line. G.L. Chap. 
161, § 44; Eastern Massachusetts 
Street R. Co. v. Trustees, 254 Mass 
28, PUR1926B 162, 149 NE 628. 
It does, however, present a consistent 
legislative plan for operation of the 
River street line, as well as the other 
Hyde Park lines formerly of the East- 
ern Massachusetts Street Railway by 
the Boston Elevated Company and the 
M.T.A. It is with this background of 
expressed legislative intention that we 
must consider the evidence in this rec- 
ord. 

Under the legislation establishing 
the Metropolitan Transit Authority 
(Chap. 544 of the Acts of 1947), the 
city of Boston, including the residents 
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of the Hyde Park district through 
which River street runs and who are 
presently served by Pierce, became a 
part of this new body politic. As such, 
the city of Boston became liable in cer- 
tain pro rata amounts for any operat- 
ing deficits incurred in connection with 
the activities of the M.T.A. and the 
owners of the property lying along 
Pierce’s route became liable for taxes 
based in part upon the existence of 
such deficits. Operating deficits actu- 
ally did occur for the year ending 
December 31, 1948, in the amount of 
$8,900,000 and again for the year end- 
ing December 31, 1949, in substantial 
amount which, sooner or later, must be 
paid by means of such taxes. The tax- 
payers in Boston, including those in 
the Hyde Park area, will be required 
to pay 642 per cent of these deficits. 
In the meantime, the occupants of such 
premises along River street are de- 
prived of the benefits of the M.T.A. 
service to the rest of the city of Boston. 
If the M.T.A. is licensed to operate 
over this route, persons wishing to 
travel from a point beyond Cleary 
Square to a point short of the Boston- 
Dedham line will be required to pay 
a fare of 10 cents as compared with 
the 5-cent fare now in effect under 
Pierce’s rate schedule. It appears that 
there are 200 to 300 passengers per 
day using these intra-line facilities. 
Most of the travel over River street 
now originates on the M.T.A. system, 
in which case a transfer to Pierce’s line 
at Cleary Square is required involving 
the payment of an extra fare, or orig- 
inates along Pierce’s line destined for 
points on the M.T.A. system, again 
involving an extra fare. A universal 
transfer system is in effect on the 
M.T.A., whereby the fare for one con- 
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tinuous ride at the present time never 
exceeds 15 cents. There are an aver- 
age of 500 to 700 persons who trans- 
fer on week days from the Pierce line 
to the M.T.A. at Cleary Square. This 
situation is particularly critical since 
it involves access to the public sec- 
ondary schools located near the center 
of Boston. There are 2,500 to 3,000 
adults living on River street be- 
tween Cleary Square and the Dedham 
line. 

All of the representatives of the pub- 
lic in the area who testified in the pro- 
ceedings stated that they had been 
approached by the persons served by 
Pierce’s existing operations to urge 
that the M.T.A. service be made avail- 
able to them. The operating results of 
the M.T.A. may be adversely affected 
by the extension of its operations from 
Cleary Square along River street, but 
the trustees of the M.T.A. are con- 
vinced that such increased costs will 
not be serious and that there are good 
possibilities of developing additional 
traffic under the resulting lower fares. 

By § 9 of Chap. 544 of the Acts of 
1947, the trustees of the M.T.A. are 
required so to act “as to secure an 
adequate, coordinated, integrated, and 
efficient system of rapid transit and 
the improvement thereof within the 
area of the cities and towns” consti- 
tuting this political subdivision. We 
believe it their duty to operate all rap- 
id transit facilities within that area 
unless there is good cause shown to 
the contrary. 

We believe that there is adequate 
evidence in the record under which 
we should grant to the M.T.A. a li- 
cense to operate along River street 
and that such license is in the public 
interest as that term is used in § 10 
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of Chap. 544 of the Acts of 1947 as 
amended. 

[1] Once we have arrived at the 
conclusion that the issuance of a li- 
cense to the Metropolitan Transit Au- 
thority under said § 10 is in the public 
interest, we are compelled to determine 
the question as to whether public con- 
venience and necessity now exists un- 
der Chap. 159A which requires the 
continued operation by Pierce of its 
line under the certificate heretofore 
granted by the Department. It seems 
to us obvious that the intention of the 
legislature in enacting Chap. 159A 
was to provide a means by which the 
state could grant an exclusive privilege 
to a motor carrier to operate over a 
given route. It has been the policy of 
the Department ever since the incep- 
tion of regulation of transportation 
agencies to prevent competition as be- 
tween carriers so far as possible. We 
believe that this is the quid pro quo in 
consideration of which the carriers 
submit to regulation of their rates and 
service. We further believe that the 
public welfare is best served by a reg- 
ulated monopoly in the field of passen- 
ger transportation as well as in the 
other fields of public utility operations. 
See Boston v. Edison Electric Illum. 
Co. (1922) 242 Mass 305, 136 NE 
113; Weld v. Board of Gas & Electric 
Lighting Comrs. (1908) 197 Mass 
556, 84 NE 101. 

[2] The Department is authorized 
by § 7 of Chap. 159A to revoke any 
certificate of public convenience and 
necessity granted to a motor vehicle 
carrier for cause after notice and hear- 
ing. We believe that the evidence 
which requires us to find that it is in 
the public interest that the M.T.A. 
furnish service between Cleary Square 
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and the Boston-Dedham line equaily 
requires us to find that public conven- 
ience and necessity do not exist which 
require the operation by Pierce over 
the same route. We believe this con- 
clusion is adequately supported by the 
decision in Burgess v. Brockton 
(1920) 235 Mass 95, 126 NE 456. 
See Salem v. Eastern Massachusetts 
Street R. Co. 254 Mass 42, PUR 
1926B 640, 149 NE 671; Boston, 
Worcester & N. Y. Street R. Co. v. 
Commonwealth (1938) 301 Mass 
283, 17 NE2d 166. By the same 
token, if Pierce’s certificate is revoked 
in part, we believe that public conven- 
ience and necessity no longer requires 
his operations beyond the intersection 
of River street and Boston-Dedham 
line, since such operations constitute 
only a small part of the existing cer- 
tificate and would serve no useful pur- 
pose as a separate operation. We find 
that the territory served by Pierce be- 
yond the Boston-Dedham line would 
be adequately served either by the 
M.T.A. operations along River street 
or by other existing transportation 
agencies. 

Pierce has filed in D.P.U. 8852 re- 
quest for ruling in substance that the 
evidence does not warrant a finding 
that cause exists for the revocation of 
respondent’s existing certificate. This 
request is denied. Pierce also filed in 
D.P.U. 8470-Q nine requests for rul- 
ings, Pierce’s request No. 1 is granted. 
Its requests 2, 3, 4, 5, 6, 7, 8, and 
9 are denied. The 10-day limitation 
provided by § 5 of Chap. 25 upon the 
Department in dealing with requests 
for rulings was waived by all parties. 

WHuouLey, Commissioner, dissent- 
ing: I cannot in conscience share the 
opinion of my colleagues that the Met- 


151 


ropolitan Transit Authority be grant- 
ed a license for a route over which 
to carry passengers on River street 
between Hyde Park avenue and the 
Dedham Town Line so as to connect 
with the system of the Transit Au- 
thority. 

I am not unmindful of the fact that 
the people living in the Sunnyside area 
of Hyde Park may desire this exten- 
sion of service which will give them 
a direct connection with the entire 
Metropolitan Transit Authority sys- 
tem for a single fare of 15 cents. 
However, it does not seem to me to 
be just to expect the other patrons of 
the Metropolitan Transit Authority 
system to support this extension on the 
basis of a 15-cent fare when the evi- 
dence proves conclusively that the cost 
of service over this proposed extension 
cannot possibly be met by a single 15- 
cent fare. 


The difference between revenue 
which may reasonably be expected 
from the proposed extension and the 
cost of service must be made up from 
the revenues derived from the system 
generally, a result which I do not be- 
lieve the present financial condition of 
the Metropolitan Transit Authority 
warrants, and is therefore not consist- 
ent with the general public interest. 

It does not appear that the Metro- 
politan Transit Authority or its prede- 
cessor, the Boston Elevated Railway 
Company, ever operated over the pro- 
posed route. On the other hand, the 
area affected has been served for 
about twenty-nine years by Pierce Bus 
Lines, Inc. Obviously, the granting 
of this petition will have the effect of 
putting this company out of business 
in this area. While that of itself may 
not be the controlling consideration, I 
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find it to be an important one, espe- 
cially as this company has served the 
area well for over a quarter of a cen- 
tury. 

In determining that the public in- 
terest is being served by this change, 
I suspect the majority has been unduly 
influenced by the saving of fare money 
to a very small segment of the M.T.A. 
population and has mistaken the spe- 
cial interest of these few for the public 
interest. In recommending _ this 
change the public generally suffer as 
against a small saving to a relatively 
few. Inaugurating or extending non- 
profit service to a few, with other serv- 
ice presently available, at the expense 
of the whole is unsound and dangerous 
and ought not to be encouraged. 

The broader implications of the ma- 
jority opinion are not to be over- 


looked. Many transportation services 
connecting with the system of the Met- 
ropolitan Transit Authority have been 
built up over a period of years. From 
time to time, no doubt, the Transit 
Authority may wish to extend its sys- 
tem into areas now served by such 
other transportation services. Are 
those services to be wantonly put out 
of business without any compensation 
whenever the Metropolitan Transit 
Authority seeks to extend its system 
into an area served by them without 
regard to whether or not such exten- 
sions may prove to be profitably oper- 
ated on the basis of a single fare 
presently charged by the Transit 
Authority? 

The precedent which the majority 
decision establishes is, in my judg- 
ment, an unjust and unsound one. 





GEORGIA PUBLIC SERVICE COMMISSION 


Re Interstate Telephone Company 


File No. 19398, Docket No. 7-U 
March 27, 1950 


PPLICATION of telephone company for authority to issue and 
A sell first mortgage bonds; approved. 


Valuation, § 67 — Book value — Original cost. 
1. Book value of telephone plant and equipment should reflect the actual 
a in such property at the true original cost, estimated if not known, 
p. . 

Valuation, § 74 — Original cost. 
2. The Commission will not substitute appraised value for original cost 
without first verifying that such appraised value represents a reasonable 
estimate of original cost, p. 154. 

Accounting, § 8 — Book cost — Adoption of value for rate making. 
3. The fact that the Commission may adopt a particular value for rate- 
making purposes does not of itself authorize the placing of such value on 
the books of the company, p. 154. 
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Accounting, § 56 — Restatement of value — Commission approval required, 


4. Commission approval is required before any increase in a utility’s plant 
account resulting from a restatement of value is carried into the utility 


records, p. 154. 


Security issues, § 57 — Purpose of first mortgage bonds — Use for conversion 


expense. 


5. A telephone company was authorized to issue and sell first mortgage 
bonds to refund indebtedness incurred in conversion to automatic dial 
operation and to pay for additional construction expenditures and financing 


expense, p. 155. 


APPEARANCES: Cam B. Lanier, 
President, for the Company; N. 
Knowles Davis, Chief Engineer, for 
the Commission. 


By the Commission: On March 
17, 1950, Interstate Telephone Com- 
pany filed an application with the 
Commission requesting authority to 
issue and sell $175,000 principal 
amount of first mortgage bonds, 34 
per cent series, maturing in 1970. On 
receipt of the application, the Commis- 
sion directed the company to cause no- 
tice of the application and the sched- 
uled hearing thereon to be published 
in the Valley Daily Times-News, and 
it appears that proper notice was pub- 
lished. There were no appearances at 
the hearing in opposition to the appli- 
cation. 

According to the application and 
testimony adduced at the hearing, the 
Interstate Telephone Company pro- 
poses to issue and sell the above bonds 
to J. H. Hilsman & Company, Inc., 
Atlanta, Georgia, for the princi- 
pal amount thereof, plus accrued in- 
terest and from the proceeds of the 
sale the company proposes to pay $5,- 
250 or 3 per cent of the principal 
amount as a commission to the bro- 
kers for handling the issue, said com- 
mission to include paying for the cost 
of placing the bonds, the expenses of 
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having the bonds prepared, and the 
legal expenses of having the mortgage 
and trust indenture drawn by attor- 
neys for the broker. It is stated that 
no other items of expense will be in- 
curred other than the standard bank- 
ing charge to be made by the Citizens 
and Southern National Bank for act- 
ing as trustee, and for paying coupons 
on the bonds as they mature from 
funds furnished by the Interstate Tele- 
phone Company. 


According to the evidence and the 
record in this case, the company pro- 
poses to use the proceeds from the sale 
of these bonds for the following pur- 
poses : 


Refunding current bank loans 
Payment of loans from others 
Additional construction expenditures 
Expense of issue 


It is alleged that substantially all of 
the above current indebtedness was in- 
curred in order to obtain necessary 
funds with which to convert the In- 
terstate Telephone exchange to auto- 
matic dial operation, as well as to en- 
large, modernize, and extend the local 
telephone system. 

The Commission understands that 
no restrictions are to be placed in the 
mortgage with reference to the $33,- 
650 of funds to be used for additional 
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construction and that when the issue 
is sold, the entire proceeds from the 
issue are to be turned over to the 
company, but that reports of construc- 
tion from the funds available are to 
be given to the trustee at regular in- 
tervals. It appears that either a copy 
of said reports or similar reports 
should be mailed to the Commission, 
and this order will so provide. 


Assets 


Telephone Plant 

Materials and Supplies 

Cash in Bank 

Expense on Long-term Debt 


Liabilities 

Capital Stock 

Bonds 

Notes Payable (Bank) 

Notes Payable (Other) 

Depreciation Reserve 

Surplus—By appreciation 
Paid i 


[1-4] With respect to the Surplus 
item “By appreciation” in the amount 
of $262,818.77, the company states 
that this represents the establishment 
on the books of the company of a value 
derived by a recent appraisal of the 
property. The company alleged fur- 
ther that plant account records have 
not been kept properly in the past and, 
as a result, the full investment of the 
company in its plant and equipment 
was not reflected on the books. For 
this reason, the company took the posi- 
tion that the book value of the prop- 
erty should be increased to reflect the 
appraised amount. In support of this 
action the company referred to the re- 
cent rate case before the Commission 
when the said appraisal was introduced 
as evidence as to the value of its prop- 
erty. 

Book value of telephone plant and 
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An exhibit presented in this case 
sets forth the balance sheet of the In- 
terstate Telephone Company as of 
January 1, 1950, and a pro forma bal- 
ance sheet as of the same date, giving 
effect to the issuance of the proposed 
first mortgage bonds. This balance 
sheet is shown below: 


January 1, 1950 Pro Forma 
$544,324.00 $544,324,00 
22,450.00 22,450.00 
— 33,650.00 

_- 5,250.00 


$566,774.00 $605,674.00 


$100,000.00 


70,000.00 
66,100.00 
46,793.00 
262,818.77 
21,062.23 


$100,000.00 
175,000.00 


46,793.00 
262'818.77 
21,062.23 


$605,674.00 


equipment should reflect the actual 
investment in such property at the true 
original cost, estimated if not known. 
It is possible that the appraised value 
used represents a reasonable estimate 
of the original cost, but this has not 
been verified by the Commission. 
Furthermore, the fact that the Com- 
mission may adopt a particular value 
for rate-making purposes does not of 
itself authorize the placing of such 
value on the books of the company. 
It further appears that any increase in 
plant accounts of any utility resulting 
from a restatement of values must re- 
quire Commission approval before be- 
ing made. Although this order will 
authorize the securities as requested, 
this shail not be construed as approv- 
al by the Commission of the establish- 
ment of the values on the books of the 
company as set forth in the exhibit in 
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this proceeding. The Commission 
will entertain an application from the 
company for authority to restate plant 
values and after a review of such rec- 
ords as are available as well as evi- 
dence presented in cases before the 
Commission, and will ascertain what 
restatement of plant accounts is 
proper. 

[5] After careful consideration of 
the application of the company for au- 
thority to issue securities, it is the 
opinion of the Commission that the 
authority prayed for falls within the 
spirit of § 93-414 of the 1933 Code of 
Georgia, and should be approved. 
Wherefore, it is 

Ordered that Interstate Telephone 
Company be, and the same is hereby 
authorized to issue and sell $175,000 
principal amount of first mortgage 34 
per cent series bonds to be dated 
March 1, 1950, with semiannual in- 
terest payable June 30th, December 
31st, and to mature December 31st as 
follows: $7,000, 1951 to 1954 inclu- 
sive; $8,000, 1955 to 1959 inclusive; 
$9,000, 1960 to 1962 inclusive; and 
$10,000, 1963 to 1970 inclusive, both 
principal and interest to be payable at 
the Citizens and Southern National 
Bank, Atlanta, Georgia, said bonds to 
be sold for not less than 100 per cent 


of the principal amount thereof, plus 
accrued interest. 


Ordered further that the total ex- 
pense of this issue excluding trustee’s 
charges shall not exceed 3 per cent of 
the principal amount thereof, or 
$5,250. 

Ordered further that Interstate Tel- 
ephone Company shall make monthly 
reports of construction expenditures 
from the proceeds of this issue, setting 
forth in detail the purposes for which 
expenditures are made until such time 


as total expenditures so reported equal 
or exceed $33,650. 

Ordered further that the authoriza- 
tion of the issuance of the bonds here- 
in shall not be construed as approval 
by the Commission of restatement of 
plant accounts of the Interstate Tele- 
phone Company. 

Ordered further that it shall not be 
incumbent upon the purchasers or tak- 
ers of the bonds to see that the provi- 
sions of this order are complied with, 
but that this responsibility shall rest 
solely with the Interstate Telephone 
Company. 

Ordered further that the Commis- 
sion retains and keeps jurisdiction 
over this matter for such further ac- 
tion as fnay seem meet and proper. 








NEW YORK SUPREME COURT, SPECIAL TERM, QUEENS COUNTY 


Tela-News Flash, Incorporated 


v 


District Attorney of Queens County 
et al. 


— Misc —, 96 NYS2d 338 
March 31, 1950 


| ogee by news service against district attorney, police, 
and telephone company to compel service continuance; 
petition dismissed. 


Injunction, § 21 — Against action of law enforcement authority — Restraint on 


gambling — Telephones. 


1. A court of equity will not interfere to prevent action by law enforcement 
officials to curtail dissemination of gambling information by telephone where 
such officials have reasonable grounds for believing that violations of law 


are being committed, p. 156. 


Service, § 134 — Telephone discontinuance — Gambling. 
2. A telephone company is justified in discontinuing service to a patron 
which, in violation of law, is engaged in aiding and abetting bookmakers 
by furnishing horse-racing information to subscribers, p. 158. 


APPEARANCES: Matthew H. Bran- 
denburg, New York city, for petition- 
er ; Charles P. Sullivan, District Attor- 
ney of Queens county, pro se, J. Irwin 
Shapiro, Long Island City, of counsel 
for respondent; Ralph W. Brown, 
New York city, for respondent New 
York Telephone Co., Irving W. 
Young, Jr., New York city, of coun- 
sel; John P. McGrath, Corporation 
Counsel, New York city, for William 
P. O’Brien, Commissioner of Police of 
City of New York, Saul Moskoff and 
Leonard E. Katlin, New York city, of 
counsel. 


Hoo ey, J.: Motion to compel the 
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respondent New York Telephone 
Company to continue its services to 
petitioner and that the other respond- 
ents, to wit, the district attorney of 
Queens county and the police depart- 
ment of the city of New York be re- 
strained from interfering in any man- 
ner whatsoever with the petitioner in 
the operation of its business. 

[1] In so far as the motion seeks 
to restrain the district attorney of 
Queens county and the police depart- 
ment of the city of New York from 
interfering with the petitioner in the 
operation of its business, the motion 
is denied. It is well settled that if the 
police or district attorney have reason- 




















able grounds for believing that viola- 
tions of law are being or may be com- 
mitted, equity will not interfere with 
action by them designed to prevent the 
commission of crime. It has been re- 
peatedly held that the court should not 
interfere with the reasonable exercise 
of discretionary power of public offi- 
cials. Doolittle v. Supervisors of 
Broome County (1858) 18 NY 155, 
163; Message Photo-Play Co. v. 
Bell (1917) 179 App Div 13, 20, 
166 NYS 338, 343. There is every 
presumption in favor of the reason- 
ableness of the acts of public officials in 
actions taken for the general welfare, 
and it is presumed that a public of- 
ficial does not act contrary to his of- 
ficial duty. Re New York (in Re 
Ely Avenue) (1916) 217 NY 45, 111 
NE 266; Hood v. Guaranty Trust Co. 
of New York (1936) 270 NY 1/7, 
28, 200 NE 55, 60; Re Whitman 
(1918) 225 NY 1, 9, 121 NE 479, 
481; Hamilton v. Erie R. Co. (1916) 
219 NY 343, 350, 114 NE 399, 402, 
Ann Cas 1918A 928. 

Neither will the court interfere 
with the discontinuance of telephone 
service if it appears that such service 
has been used in connection with the 
commission of crime. 


It appears in this case that the busi- 
ness and directing manager of petition- 
er, Tela-News Flash Inc., is one de- 
scribed in its racing publication, the 
Daily Oracle, as Anthony Arnold. 
Upon the argument it was conceded 
by petitioner that Anthony Arnold is, 
in truth and in fact, one William An- 
nette who has applied on two former 
occasions for relief almost exactly simi- 
lar to that sought here. See An- 


nette v. New York Teleph. Co. (1945) 
74 NYS2d 330, affirmed (1948) in 
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273 App Div 997, 79 NYS2d 896. 
In that case, decided in 1945, Mr. Jus- 
tice Miller said concerning said An- 
nette: “His method of obtaining the 
information and his method of con- 
ducting his business were unusual; 
they were not as men ordinarily do, 
and leave no doubt that he was en- 
gaged mainly, if not solely, for the 
purpose of aiding bookmakers in their 
activities.” 

Annette, thereafter, in 1947 made an 
application in Queens county for an 
order directing the New York Tele- 
phone Company to furnish telephone 
service. The court there found that 
petitioner was engaged in substantially 
the same business as that in which he 
was engaged at the time of the decision 
of Mr. Justice Miller. See Annette v. 
New York Teleph. Co. (1947) 72 
PUR NS 189, 74 NYS2d 331. 

On the papers presented upon this 
application the court is again con- 
fronted with substantially the same 
line of business as came before the 
court in the aforementioned applica- 
tions cited above. What Annette did 
after the two prior reported decisions 
was to change his name, the location 
of his business and the name of the 
racing sheet, and introduce a new cor- 
porate name as the publisher thereof, 
and the New York Telephone Com- 
pany was led into furnishing service 
which it had twice before refused to 
continue and which refusal the courts 
had held proper. 

The district attorney of Queens 
county obtained from the county court 
of Queens county an order pursuant 
to § 813-a of the Code of Crim- 
inal Procedure permitting the inter- 
ception of communications passing 
through petitioner’s phones. As a re- 
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sult of such interception of communica- 
tions a conference was held between 
officials of the district attorney’s office, 
the police department, and the New 
York Telephone Company, at which 
the representatives of the telephone 
company were informed that the dis- 
trict attorney and the police commis- 
sioner were of the opinion that the 
telephone services in question should 
be discontinued because the same were 
being used as an aid to gambling ac- 
tivities. 

[2] The records of the intercep- 
tions submitted to the court confirm 
the belief of the court that the tele- 
phones in question have been used for 
gambling purposes. That such evi- 


dence may be properly used herein is 
clear under the decision in Harlem 
Check Cashing Corp. v. Bell (1946) 
296 NY 15, 68 NE2d 854. 


Furthermore, aside from the evi- 
dence of intercepted messages there can 
be no doubt that the service is one 
used to aid gambling activities. Sec- 
tion 986 of the Penal Law expressly 
declares that it is a misdemeanor to 
aid or abet another in bookmaking. 
The fact that the petitioner charged 
$60 per week for its services in fur- 
nishing horse racing information to its 
subscribers is clearly indicative that 
the service was to aid and abet book- 
’ making. On the argument herein, pe- 
titioner’s counsel conceded that its 
service was quite unique in that they 
were able to furnish the results of 


horse races immediately after the race 
had been run. He sought to argue 
that this information was of value to 
bettors in that they would be in a 
position to again risk their winnings 
on the first couple of races on the sub- 
sequent races to be run that day. The 
plain fact is that unless one were to 
bet at a pari-mutuel track where bet- 
ting is legal, there is no way for a 
bettor who desires to wager on horse 
racing other -than to do _ business 
through bookmakers. It is clear that 
no individual would pay $60 per week 
for this service while attending the 
race track. The service, however, 
would be of real value to a bookmaker 
and to his patrons because if the pa- 
trons should win in the early races 
they might easily be encouraged to 
make bets on subsequent races on the 
same day. 

The petitioner has wholly failed to 
show a clear legal right to the relief 
which he seeks. On the contrary, the 
record clearly shows that upon the 
merits of the application, the action of 
the telephone company was thoroughly 
justified and its action in curtailing 
service should not be disturbed. 

If the respondents, the district at- 
torney of Queens county and the police 
department of the city of New York 
desire that the complaint as against 
them be dismissed, they should make 
formal application therefor. 

The petition is, in all respects, dis- 
missed. 
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Paper Arts Company, Incorporated 


Indianapolis Railways, Incorporated 


No. 20885 
April 20, 1950 


C 


OMPLAINT to recover overcharges for transportation of 
complainant's employees; denied. 


Reparation, § 15 — Charges under special agreement — Transportation. 
A paper company’s action against a transportation company for reparation 
for alleged overcharges for transporting employees under an oral agreement 
should be dismissed where there was no violation of any contract, fares, 
rules, or regulations lawfully on file with the Commission pertaining to the 


services rendered. 


By the Commission: On May 12, 
1949, the Public Service Commission 
of Indiana approved an order dis- 
missing the proceedings in the above- 
entitled cause wherein Paper Arts 
Company, Inc., complainant, prayed 
that this Commission issue an order 
directing Indianapolis Railways, Inc., 
to pay complainant, Paper Arts Com- 
pany, Inc., the sum of $3,322.04 with 
interest thereon at 6 per cent per an- 
num, as overcharges as defined by § 6, 
Chap 222, Acts 1941, Burns § 47- 
1225 a(e). 

Thereafter, on June 9, 1949, 79 
PUR NS 60, the Commission ap- 
proved an order in the above-entitled 
cause denying, overruling, and holding 
for naught complainant’s petition for 
reconsideration and/or oral argument 
filed with the Commission on May 
20, 1949. 

Upon further consideration of com- 
plainant’s petition for consideration 
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and/or oral argument filed on May 
20, 1949, the Commission was of the 
opinion and found that said request 
should be granted and its order ap- 
proved on May 12, 1949, and June 
9, 1949, should be set aside and oral 
argument granted. 

Thereafter, on September 28, 1949, 
said oral argument was held in the 
rooms of the Commission, 401 State 
House, Indianapolis, Indiana. 

At the time of oral argument it was 
shown and the Commission’s investi- 
gation substantiates the fact that there 
was a certain oral agreement entered 
into between Indianapolis Railways 
and Paper Arts Company. The oral 
agreement was in part that Indian- 
apolis Railways would provide a motor 
coach beginning Monday through 
Friday, leaving point of origin, name- 
ly, “Circle” at a specified time in the 
morning, arriving at a point of des- 
tination, namely, “34th & Arlington 
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(Paper Arts Co. Plant)” at a specified 
time in the morning. Said motor 
coach to arrive at “34th & Arling- 
ton (Paper Arts Co. Plant)” at a 
specified time in the evening and leave 
“34th & Arlington” at a specified time 
in the evening, bus to be marked “Pa- 
per Arts Co.” 

The Paper Arts Company was to be 
billed on a cost per mile basis and giv- 
en credit for fares collected at the cur- 
rent tariff in effect. 

The contract or oral agreement en- 
tered into at the time the services in 
question were performed was never 
filed with this Commission. 

It is the contention of the plaintiff 
that inasmuch as passengers other 
than those traveling from and to Paper 
Arts Company were transported on the 
same vehicle that an overcharge was 
made on the part of Indianapolis Rail- 
ways. 

One of the factors to be taken into 
consideration was the services ren- 
dered by respondent in the nature of 
special, charter, or common carrier 
service. 

At the time of oral argument there 
was no mention made nor do the facts 
reveal that the motor coach in ques- 
tion was to be used for the sole exclu- 
sive purpose for transportation of 
Paper Arts Company employees only. 

Taking into consideration that there 
was an agreement between the parties 
involved for the transportation of pas- 
sengers for the plaintiff at a fixed 
agreed charge, other than respondent’s 
established charge that appeared in its 
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tariff at the time the services were 
rendered, this is construed to be a 
special service. 

The most salient factor that the 
plaintiff bases its argument on is that 
the respondent was demanding and 
receiving additional compensation for 
the same service different and greater 
than prescribed in its tariff. 

The Commission records do not dis- 
close that the respondent Indianapolis 
Railways filed with the Commission a 
tariff or a contract naming fares for 
the special services hereinbefore re- 
ferred to, therefore there were no vio- 
lations of any fare, rule, or regulation 
lawfully on file with the Commis- 
sion. 

The Commission is of the opinion 
and finds that inasmuch as there was 
no contract filed with it between re- 
spondent and complainant nor a tariff 
setting out fares, rules, and regula- 
tions for the performance of the trans- 
portation services involved, that no 
violation of a tariff or contract was 
made in so far as the Commission is 
concerned, and that petition filed by 
complainant and allegations presented 
at time of oral argument should be 
denied and it will be so ordered. 

It is therefore ordered by the Pub- 
lic Service Commission of Indiana that 
petition filed by complainant, Paper 
Arts Company v. Respondent, Indian- 
apolis Railways, for reparation to- 
gether with allegations as presented 
in oral argument be and the same 
are hereby denied, and this matter is 
hereby closed of record. 





a Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Electric Companies Plan 
Intensive Lighting Promotion 


Qaerrs: -NINE electric companies, represent- 
ing 93 per cent of those replying to a survey 
made by the National Promotion Committee 
of the Planned Lighting Program, will conduct 
lighting sales programs during the latter part 
of 1950, Jos. S. Schuchert, chairman of the 
committee, has announced. 

Of these companies, 96 per cent will stress 
commercial lighting promotion; 82 per cent 
will include promotion of home lighting ; 90 per 
cent, industrial lighting; and 73 per cent, 
farm lighting, he said. The survey was made 
throughout the United States, by regional 
chairmen of the National Promotion Com- 
mittee. 


Remington Rand Booklet 
Describes Economy Files 


EMINGTON RANp’s new line of low-priced 

“Revere” file cabinets is described at length 

in an introductory booklet recently issued by 
that company. 

The new files, according to the brochure, 
contain many of the same advantages of dura- 
bility and fine craftsmanship found in the 
premium-grade “Aristocrat” cabinets, yet are 
designed especially for those filing operations 
in which economy is a major factor. 

Available in three-, four-, or five-drawer 
cabinets, and with either letter or legal sized 
drawers, the files are extremely flexible in that 
substitute drawers may be employed to accom- 
modate variously sized cards, documents or 
miscellaneous material in box drawers. The 
files can also be readily equipped with special 
devices such as Flexi-File, a unique system of 
linen “hammocks” which prevent filed papers 
from slumping. 

The booklet, identified as LBV 538, may be 
obtained from any Remington Rand branch 
office, or by writing to the company’s home 
office at 315 Fourth avenue, New York 10, 
New York. 


Flexible Rubber Pipe 
Bulletin Issued 


HE Hewitt Rubber Division, Hewitt- 

Robins Inc., has just issued an 8-page bul- 
letin explaining the applications and compara- 
tive qualities of flexible rubber pipe as against 
metal pipe in many services, exclusive of long 
lines. Economies in costs of installation and 
maintenance as well as longer life are explored 
in detail. A progressive picture story, occupy- 


ing two pages, shows the greater use of installa- 
tion claimed for the rubber product. Copies 
of Bulletin No. H-1 are available by writing 
to Hewitt Rubber Division, Hewitt-Robins 
Incorporated, 240 Kensington avenue, Buffalo 
5, New York. 


Perfection Introduces Hydraulic 
Lift End Gate 


HE PERFECTION STEEL Bopy 'CoMPANyY of 
Galion, Ohio, has perfected a combination 
hydraulic lift end gate for trucks hauling heavy 
or bulky cargo. Known as the Cobey Hydra- 
Power End Gate, it can be installed on any 
make or model truck with suitable body type, 
and is operated from the truck power take-off. 
It is claimed that by the use of the Cobey 
Hydra-Power End Gate, one man can load 
and unload heavy cargo in but a fraction of 
the man-hours ordinarily required by two or 
more men using manual methods; also helps to 
reduce employee injuries and cargo damage 
in loading and unloading operations. 

The manufacturer emphasizes that not only 
the lifting but also the closing of the gate is 
accomplished by hydraulic power. One of the 
most important features of the new Cobey unit 
is the use of only one hydraulic cylinder for all 
operations connected with the lowering, rais- 
ing, and closing of the gate. This feature is 
said to reduce installation cost. 


1,500,000 Gas Ranges Goal 
For Old Stove Round Up 


Puss for an accelerated, nationwide “Old 
Stove Round Up” aimed at promoting the 
sale of 1,500,000 gas ranges with a dealer value 
estimated at $250,000,000, were announced re- 
cently. 

The annual Old Stove Round Up, sponsored 
jointly by the American Gas Association and 
the Gas Appliance Manufacturers Association 
will officially open September 1, 1950. It is 
expected that the codrdinated efforts of the 
two associations, 600 gas utility companies in 
the United States and Canada, 42 range manu- 
facturers, 30,000 appliance dealers, and 2,000 
liquefied petroleum dealers, will lift the sales 
of modern, automatic gas ranges to new high 
levels. 

Nearly one million dollars in national ad- 
vertising, and six million dollars in local ad- 
vertising, it is estimated, will support the Old 
Stove Round Up. 

Gas utility companies using their own sales 
promotion programs during the Round Up 
will spearhead the campaign. Gas range dealers 
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throughout the nation will be invited to par- 
ticipate in these local programs. AGA and 
GAMA will furnish extensive advertising, sales 
promotion, and publicity support. AGA will 
provide a special brochure detailing new plans 
for the Old Stove Round Up. This brochure 
will be mailed to utilities and manufacturers 
with suggestions for a complete promotional 
program. 

The chief gim of the 1950 Round Up will be 
to corral, retire, and replace obsolete gas ranges 
now in use and to impress upon homemakers 
the advantages and economy of modern auto- 
matic gas ranges. More than 60 per cent of the 
gas ranges in use have had ten years or more 
service. 


New “Hypot” High Potential 
Insulation Breakdown Tester 


A™ semi-portable series of “Hypot” high 
potential insulation breakdown testing in- 
struments, with test voltage ranges up to 
30,000 VAC and capacities to 1.65 KVA is be- 
ing manufactured and sold by Associated Re- 
search, Incorporated, 3755 W. Belmont avenue, 
Chicago 18, Illinois. Designated as 570 Series 
“Hypots,” the new models fill the gap in output 
capacities between the company’s portable 
“Hypot” Juniors and 500 Series Mobile 
“Hypots.” 

Associated Research bulletin 5A contains 
details and specifications. 


Honeywell Expands Output Into 
Power Stations Industry 


Aynaeatenss-Hosnrwms. REGULATOR Com- 
PANY is expanding its production and 
promotion activities into the field of central 
power station instrumentation, it was an- 
nounced recently. Charles W. Bowden, of 
Honeywell’s Brown division, has been named 
central stations’ industry manager. 

More than a dozen new products have been 
designed for central power station applications, 
Mr. Bowden said. They include instruments 
and pyrometer accessories for steam plants 
and electric distribution, A nationwide promo- 
tion of the new products will follow private 
showings. 

The new line covering steam plant installa- 
tions includes multi-point thermocouple pyrom- 
eters, resistance thermometers, high and lew 
resistance bulbs, single-point Kelvin bridge re- 
corders, single- and multi-point conductivity 
recorders, pressure and liquid level recorders, 
pneumatic transmitters for various variables 
and electric transmitters. 


Goddard to Head Sylvania 
National Lighting Accounts 


C HARLES H, Gopparp will assume responsibil- 
4 ity for national accounts sales in the 
Lighting Division of Sylvania Electric Prod- 
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UNSTRAND 


For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
=~ most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


Write today for our price list and com- 
plete information on Sunstrand Wire 
Rope for utility uses. 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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Are high hauling costs 


You can get a direct “line” to lower hauling 
costs by investing in an economical Dodge 
*‘Job-Rated”’ Truck! 


Such a truck will have an engine that’s “‘Job- 
Rated” to give you power to spare. Along with 
this extra power, you’ll get maximum gas and 
oil economy! 


Every other chassis part will also be ‘‘Job-Rated”’ 
—engineered and sized to fit your job. Your 
Dodge Truck will cost you less to operate! 

If your hauling is in heavy city traffic, you’ll be 
pleased with the ease of handling of your Dodge 
**Job-Rated” Truck. If you go where roads are 
bad —or where there are no roads at all—you’ll 
like the power and dependability of your Dodge 
“*Job-Rated” Truck. 

If high hauling costs are “‘short-circuiting’’ your 
profits, switch to economical Dodge “‘Job-Rated”’ 
trucks. See your Dodge dealer today! 
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ucts, Inc., it was anounced recently by B. K. 
Wickstrum, general sales manager. Mr. God- 
dard will also continue in his present capacity 
as manager of utility sales. In this new position, 
he will be in charge of sales of all lighting 
equipment for large accounts throughout the 
country. 


Folder Describes Chemical 
Construction Materials 


T= Atlas Mineral Products Company an- 
nounces the publication of their new Gen- 
eral Bulletin MCC No. 1. This bulletin briefly 
describes Atlas’ complete line of chemical con- 
struction materials, including : corrosion-proof 
linings, corrosion- -proof cements, acid-proof 
brick and tile, corrosion-proof brick sheath- 
ings, corrosion-proof protective coatings and 
corrosion-proof floors. It also includes handy 
estimating data. Write to 42 Walnut street, 
Mertztown, Penna., for a copy. 


Rockwell Names Dixon Asst. 
V. P. of Meter & Valve Div. 


F, RockKweELt, Jr., president of Rock- 

¢ well Manufacturing Company has an- 
nounced the appointment of L. A. Dixon, Jr. 
as assistant vice president of the company ’s 
meter and valve division. He will assist in the 
coordination of sales and factory problems and 


office in Pittsburgh. For the past two years he 
has been the general manager of the Pitts- 
burgh-DuBois division of Rockwell. 


New Bulletin on Kennedy 
Pipe Fittings 


HE KENNEDY VALVE Mrc. Company, EI- 

mira, New York, offers the new Bulletin 
104, which describes the complete line of Ken- 
nedy cast iron, malleable and bronze fittings. 
It covers the recent additions of cast-iron 
screwed, flanged, sprinkler and extra-heavy 
malleable fittings to the line, which, according 
to the manufacturer, makes it one of the most 
complete and extensive in the industry. 


IBM _Issues Several 
New Folders 


NTERNATIONAL BUSINESS MACHINES Cor- 

PORATION has released literature describing 
some of its most recent developments. 

Available on request are the following bulle- 
tins: IBM Accounting Machines (Bulletins 
Nos, 52-8137-0 and 52-8139-0) ; IBM Electric 
Formswriter (No. 55-8148-0); IBM Elec- 
trographic Ink (No. 52-8142-0); IBM Card 
Verifier (No. 52-8135-0); and IBM Time 
Stamp (No. 53-8143-0). 

Copies of the above booklets may be obtained 
from the manufacturer, 590 Madison avenue, 


make his headquarters at the company’s home New York 22, N. Y 











BALL-BE, 


Just Published 


TRANSIENT PERFORMANCE of [ras 
ELECTRIC POWER SYSTEMS [== 


Phenomena In Lumped Networks we—s 








By REINHOLD RUDENBERG 
Gordon McKay, Professor of Electrical Engineering, Harvard University 
832 pages, 6x9, scores of formulas, and illustrations, $12.00 


This is an enlarged edition of a classic in the field. Designed 
as a survey of the entire field of transients in lumped power 
circuits, it discusses their physics rather than their mathematics. 
Material on electric machinery, apparatus and instruments, 
transmission and distribution and transients proper, is arranged 
so that it progresses from the more simple to the more difficult 
applications. Many numerical examples, taken from actual 
practice, are included, with numerous oscillograms and measure- 
ments further bridging the gap between the theory and the 
practice of the transients. 

The book covers simple electric circuits, magnetically linked 
circuits, inertia effects of rotating masses, the influence of the 
earth and the performance of circuits on non-linear character- 
istics. It details variable resistance, interruption by electric arcs, 
magnetic saturation in circuits at rest, and saturated rotating 
machinery. 
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HERES A BIG DIFFERENCE 
IN TRUCKS 


AND HERE’S THE PRO 


TRUCK BUYER'S GUIDE 
Y2 TO 2 TONS 


How leading makes of trucks compare in twelve major features that 
insure greater dependability, longer life and lower maintenance. 


FEATURES 


GMC 
TRUCK 


TRUCK 
“ye 


TRUCK 


“—" 


TRUCK 
“eu 


‘di 


TRUCK 
“pe 





Power and efficiency of 
VALVE-IN-HEAD ENGINE 


Yes 


YES 


NO 


Yes 





LEADS IN NET HORSEPOWER 


YES 


YES 


NO 


Yes 





LEADS IN SUSTAINED TORQUE 


YES 


NO 


NO 





FULL- PRESSURE LUBRICATION 
of all main bearings and piston pins 


Yes 


YES 





SYNCHRO-MESH TRANSMISSION 
with Cushion Dise Clutch 


Yes 


Yes 


ves 


YES 





fesy-Turn Recirculating 
BALL-BEARING STEERING GEAR 


Yes 


NO 





SEPARATELY MOUNTED FENDERS, GR‘LLE 
AND RADIATOR for economical repair 


NO 


NO 





TORSIONAL DAMPENER 
for engine smoothness 


Yes 


Yes 





BUILT-IN RADIATOR EXPANSION 
TANK — prevents coolant loss 


NO 





DOUBLE-WRAPPED FRONT SPRING 
EYES for front axle stability 


Yes 





TOCCO-HARDENED CRANKSHAFT 
Dynamically balanced 


NO 





STEEL-BACKED AIRPLANE TYPE 
MAIN AND ROD BEARINGS 





YES 




















YOUR KEY TO GREATER HAULING PROFITS ~T 


KEV De 


OMPARE the extra-value, 
extra-service features 

you get only in GMC trucks 
and you'll understand why 
they deliver more miles — 
with lowest maintenance 
and repair costs. They’re 
real trucks — truck - built 
from bumper to taillight. See 
for yourself—get the story 
from your GMC truck dealer. 


GMC TRUCK & COACH DIVISION 
General Motors, Pontiac, Michigan 


GASOLINE & DIESEL TRUCKS 


FROM ‘2 TO 
20 TONS 


GENERAL 
MOTORS 
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PUBLICATIONS AND 


Essential to those interested in the public utility 





P. U. R. 
SERVICES 


industries, their regulation and allied topics. 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 

containing authentic decisions 

of commissions and. courts , 

dealing with the problems of 

Annval Subscription utility regulation. Five vol: 
Price umes a year—$7.50 eoch. 


$43. 50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 

and news, conducted as an 

open forum and containing 

discussions of firing-line prob- 

lems; also summaries, anoly- $15 
ses and explanations of day- Twenty-Six 
to-day developments. Issues a Yeor 








P.U.R. 
Cumulative 
DIGEST 
The only complete and authorita- 


tive encyclopedia of Public Service 
lew and Regulation. A life-time 
Digest,; kept up-to-date by annual 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital,, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 


$12.50 


Qvarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 


$25 Qvorterly 
y———— 





Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gos Act. Is- 
sved once each month. 








FEDERAL UTILITY REGULATION ANNOTATED | 


VOL. 1 (SEC) 


A complete tation of the 
Public Utility Holding Company 





Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 


Price: $12 


VOL. 2 (FPC) 


Ac tation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical vup- 
keep supplements. 





Prices $15.50 





ae. 





. P.U.LR. 
Question Sheets 
Twenty-Six Issues Annually $10 


“Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
vtility regulation. 





Send for our catalogue describing these and other publications 


' PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


WASHINGTON 4, D. ¢. 
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hall 


Complete the whole job 


WITH AUTOMATIC 
IBM ACS Perri 








haa? pad 





a2 thte ey Dao Baht 


Many utility companies have discovered that IBM developments have lightened 
BM Accounting does the complete job with the burden of all utility account- 
ts all-purpose machines, handling Payroll, ing and made it a fast, efficient 
Accounts Receivable, Accounts Payable, and operation. Send the coupon or call 

other accounting and statistical functions. the local IBM office today for full 
he same automatic IBM machines, operated information. 
by the same personnel, produce allthe reports, 9 Pee 


unalyses, bills, paychecks, and records needed. poe > ® heteeeenitieainaiiiet tt 


Please send me your booklet, 
“General Accountiog for Electric, Gas and 
Water Utilities.” 













Name 








Compacy. 


Address. 
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WITHOUT SPECIAL PROTECTION 


4 This transformer fire did $50,000 damage 


at an electric power station. 


MULSIFYRE NOW ON GUARI 
TO KILL OIL FIRES FAS 


When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray strikes 
the surface of the burning oil. 


Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing fires 
in flammable oils immiscible with water, wher- 
ever such oil is a fire hazard. There is no con- 
ductivity along the discharge of a Mulsifyre pro- 
jector when the spray strikes conductors carrying 
high voltages. 


Mulsifyre high-velocity projectors produce drops 
large enough and drive them fast enough to pene- 
trate the flames without complete vaporization in 
flight, but limit their velocity so the surface of the 
burning liquid is agitated into an emulsion instead 
of passing through the oil without fire-extinguish- 
ing effect. After a period of time, the emulsion 


Transformers at this elec 
tric power station are no 
safeguarded by a Gri 
nell Mulsifyre installatio 
Fast, automatic spray o 
tion is being demonstrated 
here. 


breaks down, oil and water separate, and the oil 
can be reclaimed. 


Mulsifyre systems have proven their effectiveness 
during sixteen years of extinguishing transformer 
fires. Today they protect hundreds of installation 
all over the world. 


For information on Mulsifyre Systems or other 
Grinnell Fire Protection Systems write to: 
Grinnell Company, Inc., Providence, R. I. Offices 
in principal cities. 


GRINNELL Madde 


EMULSION—EXTINGUISHMENT OF OIL FIRES 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


1350" Saved! 


ond transformer 
Dy purchasing AM" 


*R.M. means 
setter, iikeiemidinatie 








THIS ACTUALLY HAPPENED! 


We also quoted on RM-stand- 
ardtransformers as an alternate: 
3 transformers, 1000 kva each 


Primary—22.7 kv., an optional 
RM voltage 


Taps—4 above primary, in 


Purchaser asked for quotation 
on these transformers: 


3 transformers, 1000 kva each 
Primary—22.7 kv 
Taps—4 above primary, in 600- 


volt steps 
Impedance—6% 
Oversize bushings 


22% (568-volt) steps 
Impedance—52% 

Oversize bushings—an RM op- 
tion included in price. 


Our alternate quotation: 


Shipment—6 weeks 
Price—$11,457 net 


Our quotation: 


Shipment—13 weeks 
Price —$12,807 net 





Purchaser bought RM. Complete shipment actually made in five 
weeks. He saved 8 weeks in delivery, more than 10% in cost. 


Ask for catalog GEC-479. Apparatus Department, General Electric Company, Schenectady 5, N. Y. 


GENERAL (96) ELECTRIC 
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PRINCIPLES OF PUBLIC UTILITY }{ 
REGULATION | 


by 








A. C. Webber ( 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 





831 Pages 


$6.50 


Included are discussions of vital questions, such as: 








- - - Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 





and Other Price Levels +’ 
Constitutional Safeguards Insuring Rea- | 

sonable and Just Compensation for Public <i 
Utility Property Devoted to Public Service ey, 
Concise Supplementary Text Referring to Important | App 
Principles of Public Utility Regulation with Annotations | ~ 
Stu 
ORDER NOW WHILE THE LIMITED SUPPLY LASTS ik 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washington 4, D. C. 
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ROL CORROSION! 


reduce hidden costs... 
above ground and below! 











yl COmstay, 


‘(Eis * 


"ang 8 coool 


Appraisal Insurance 
Bedest & Pensions 
" - Purchasing 
Business 

Studies | wen & 
Consulting _ 


Engineering Research 
Design & 
Con ~ Sales & 


Marketing 
Financial Systems & 
Industrial Methods 
me | 

Taxes 


Inspect 
& Enpediting Traffic 








EBASCO corrosion control consulting services are applicable to: 



















Today’s corrosion rate is alarmingly high! Unless you have 
adequate control, your business is incurring unnecessary losses. Either 
directly —due to high maintenance costs and replacement of corroded 
equipment; or indirectl'y—through losses due to idle equipment, 

loss of product and plant efficiency. 


1 All buried or submerged metallic structures—oil, water, gas 
* -pipelines and cables—both cross country and urban. 


2 Manufacturing, processing and power plants—either on 
* existing facilities or proposed new structures. 


These services include a preliminary survey to determine causes of 
corrosion; recommendations for corrective measures; design 
installation of corrosion control methods; and development of a 
permanent corrosion control program. 


EBASCO can help you develop your own corrosion control program. 


EBASCO specialists not only can help you spot and remedy specific 
corrosion troubles—but can train your own personnel in setting u 
your own corrosion control program—so you can continue to keep down 
these ‘“‘hidden”’ costs. 


Remember . .. corrosion control is something you can’t afford to put off. 
Call in EBASCO specialists—find out what they can do to help you 
protect your structures now, and for years to come. 

Write for the booklet “The Inside Story of Outside Help” describin gt = A EBASCO 


services available to you. Ebasco Services Incorporated, Dept. W, Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES coor 


New York ° Cuicaco . Wasurnerton, D. C. 


Clasce Teamwork gels things done anywhere in the world 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing — Inspections — Research — Certification 
2 EAST END AVENUE AT 79th STREET, NEW YORK 2i, N. Y. 
BUtterfield 8-2600 











$7 Ford, Bacon & Davis 
— &D v gente 4 es $ Engineers c ° . - > . : i ey N 


NEW YORK © PHILADELPHIA © CHICAGO @ LOS ANGELES 








GIBBS & HILL neo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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J ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 

| Steam, Electric, Gas i Purchasing and Expediting 

. Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 

> Designs and Construction e Personnel Relations 
Inspections and Surveys Reading © New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 








—— HENKELS & McCOY —— 

















Electric & Telephone Line Construction Company 
granary CONFSLEFORS cumeten, contents 
ICA 
CONSTRUCTION MAINTENANCE PHILADELPHIA TRE® TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. @aS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 

















HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











The Kul ran Coyoralion 


ENGINEERS! CcCOnSTRUCTOR S 


1200 NORTH BROAD STREET, PHILADELPHIA 21, PA 


SPECIALISTS IN UTILITY, CHEM A AND INDUSTRIAL FIELL 


Washington, D.C. « St etersburg, Fla. « Rome « 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
lee and Refrigeration 
Valuations, investigatien reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 


(Professional Directory Continued on Next Page) 
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N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
80 FEDERAL STREET “== BOSTON 10, MASS. 








Pioneer oervinn abana Co. 


CONSULTING, DESIGNING AND - SPECIALISTS IN 
OPERATING ENGINEERS : ACCOUNTING, FINANCING, RATES, 
PURCHASING INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 














SANDERSON & PORTER 
seein SaP 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usslities—Ind ustrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


, Sewage and Industrial Waste Problem 
aimmelds: Refuse lasocratera, industrial Buildings 
City nning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Augusta. - Rnvestigetions = Reports 
connection with 
rate ceeniston depreciation, fixed capital 
reclassification, original cost, security issues. 











BLACK & VEATCH 


CONSULTING ENGINEERS 
A paeatente, investigations and re- 
Dons, and supervision of con- 
hy 7 Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS: REPORTS, RATES 


231 S. LaSaLie St., Cxicaco 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports ond 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctTrRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LingS—UNDERGROUND DIsTRI- 
BUTION — POWER STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHIcaco 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


' loati Report: 





App alsais 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. Y. 
Tel. Digby 4-1910 

















W. C. GILMAN & COMPANY 
Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 
DEPRECIATION 

For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 

















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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one of the country’s newest 


ind most modern substations... 


KIDE-MANCHEX 
BATTERIES 


New Hudson Substation of Public Service Company of New 
Hampshire, a unit in the company’s large expansion pro- 
gram. (Photo by P.S.Co. of N.H.) 


Bank of 60 Exide-Manchex EME-11 Batteries in new Hudson Station. 


The new Hudson Substation of Public e¢ the famous manchester positive plate with 
Service Company of New Hampshire is one its exclusive lead button construction. 

of the most efficiently designed and equipped —_¢ slotted plastic separators, impervious to 
in the country. It’s on the Nashua terminus chemical and electrical reaction. 

of a 115-kv transmission line from the 
recently constructed Schiller Mercury Steam 
Generating Station. Also, it is a terminus ’ 
of a power exchange across the Massachu- @ the latest development in molded glass jars? 
setts border. e heavy terminal posts with copper inserts 


In the battery room is a 60-EME-11 Exide- for extra conductivity. 

Manchex Battery, whichis usedforswitchgear Combined, these and other outstanding 
operation, emergency lighting and communi- characteristics assure you of positive switch- 
cation. Considered in its selection were gear operation. Use the Exide-Manchex for 
its fine service record and many outstanding _all stationary battery applications in central 
features, which include: and substation service. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and ‘‘Manchex" Reg. Trade-marks U.S, Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 62 YEARS...1950 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


e plastic spacers that maintain plate align- 
ment. 








